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Dear Commissioners:

Docket No. 2006-0386 - HECO 2007 Test Year Rate Case
Pension Funding Study

Hawaiian Electric Company, Inc., Hawaii Electric Light Company, Inc., and Maui
Electric Company, Limited (“HECO”, “HELCO”, and “MECO”, respectively, or collectively
referred to as “the Companies”) provide pension benefits to certain of their current and former
employees by participating in the Retirement Plan for Employees of Hawaiian Electric
Industries, Inc. and Participating Subsidiaries (“Pension Plan”), a qualified defined benefit
pension plan. In Docket No. 05-0310, “For Approval to Record a Regulatory Asset for Any
Pension Liability Which Would Otherwise be Charged to Accumulated Other Comprehensive
Income” (“AOCI Docket”), the Companies proposed to do a study of what pension funding level
is appropriate. Decision and Order No. 23223 dated January 26, 2007 in Docket No. 05-0310
required the Companies to file a pension study in Docket No. 2006-0386, HECO’s 2007 test year
rate case, by May 31, 2007. In compliance therewith, enclosed for filing are the following:

1. The Companies’ Pension Funding Policy Explanation (Attachment 1).

2. Pension Funding Study conducted by Watson Wyatt Worldwide — This study
summarizes complex funding rules, discusses funding alternatives, and evaluates the
impact of various funding alternatives on stakeholders (Attachment 2).

3. Supplemental Supporting Documentation for the Pension Funding Study — This
includes the revenue requirement calculations prepared by the Companies and used
by Watson Wyatt Worldwide in the Pension Funding Study and additional
illustrations for pension tracking mechanism implementation at HECO which
smoothes the impact on ratepayers while maintaining the basic pension tracking
mechanism design which was implemented at HELCO (Attachment 3).
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The Company offers to provide a briefing on this filing for the Commission and the other
parties in Docket No. 2006-0386 and will contact the Commission staff at a later date on whether
the Commission desires such a briefing.

If you have any questions of this matter, please contact Dean Matsuura at 543-4622.
Sincerely,

WS..’B»%U%——

oC; Division of Consumer Advocacy
Department of Defense
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Hawaiian Electric Company, Inc.
Hawaii Electric Light Company, Inc.
Maui Electric Company, Ltd.

Pension Funding Policy Explanation

Background

Hawaiian Electric Company, Inc., Hawaii Electric Light Company, Inc., and Maui
Electric Company, Limited (“HECO”, “HELCO”, and “MECO”, respectively, or
collectively referred to as “the Companies™) provide pension benefits to certain of their
current and former employees by participating in the Retirement Plan for Employees of
Hawaiian Electric Industries, Inc. and Participating Subsidiaries (*Pension Plan”), a
qualified defined benefit pension plan, under the provisions of the Employee Retirement
Income Security Act (“ERISA”).

The issue of whether the pension funding level is appropriate was raised in the
Companies’ application for regulatory asset treatment of pension amounts which would
otherwise be charged to accumulated other comprehensive income in Docket
No. 05-0310 (“AOCI docket”). Additionally, the question of whether the Companies
should be allowed to include the net pension balance sheet amounts in rate base has been
raised in recent rate cases. The amounts contributed to the pension fund impact the net
pension balance sheet amounts. In the AOCI docket, the Public Utilities Commission
directed the Companies to submit a pension funding study in the HECO 2007 test year
rate case (Docket No. 2006-0386).

Pension Funding Analysis

The Companies retained Watson Wyatt Worldwide (“Watson Wyatt”) to conduct
a pension funding study. The purpose of the study was to summarize complex funding
rules, present funding alternatives, and evaluate the impact on ratepayers of various
funding alternatives.

After considering recent changes in pension funding law and financial reporting
standards, the two pension funding policies considered were:

1. Minimum Required Contribution (“MRC"") under the Pension Protection Act
(“PPA™)

2. Net Periodic Pension Cost (“NPPC") under Statement of Financial Accounting
Standards No. 87, “Employers’ Accounting for Pensions” (“FAS87”) - (In this
scenario, there is a restriction that the MRC be funded as necessary, but by
funding ahead of schedule a credit will be established to offset future funding
requirements.)
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Watson Wyatt considered the impact of the two pension funding policies on
various stakeholders including: plan participants, the Companies, ratepayers, regulatory
agencies and shareholders. Watson Wyatt concluded that either funding policy
alternative, MRC or NPPC, would serve as a reasonable funding policy. Both
alternatives balance the needs and concerns of all stakeholders; both provide adequate
benefit security, financial flexibility, stable contribution and expense amounts, and
reasonable revenue requirement levels.

Pension Tracking Mechanism

The Division of Consumer Advocacy (“Consumer Advocate™) proposed a pension
tracking mechanism in HELCO’s 2006 test year rate case (Docket No. 05-0315) and has
indicated that it will propose that a substantially similar pension tracking mechanism be
implemented by HELCO?’s affiliates. HELCO agreed to the implementation of the
pension tracking mechanism and the Commission approved the pension tracking
mechanism in Interim Decision and Order No. 23342 dated April 4, 2007 in Docket
No. 05-0315.

The pension tracking mechanism was designed by the Consumer Advocate to
ensure that, over time, the utility collects pension costs from ratepayers in an amount
equal to the pension cost recognized for financial reporting purposes (i.e., NPPC) and that
the utility funds the amount of NPPC to the pension trust. To the extent NPPC during a
given period between rate cases exceeds or falls short of the level of NPPC embedded in
rates, any such over or under recovery of NPPC will be tracked and deferred for future
recovery from or returned to ratepayers. The mechanism also generally requires HELCO
to make fund contributions equal to the actual NPPC annually.

Pension Funding Policy

The Companies have considered the guidance provided by Watson Wyatt and the
requirements of the pension tracking mechanism implemented at HELCO and conclude
that the following pension funding policy is reasonable:

Contribute at least the net periodic pension cost as calculated using FAS 87
during the fiscal year, subject to statutory funding limits and targeted funded
status as determined in consultation with the actuary'. Contributions will not be
less than the ERISA minimum funding requirements and will not exceed the
maximum tax deductible amount on an accrual basis.

' When no pension tracking mechanism has been approved by the PUC and when the cumulative
contributions exceed the cumulative pension costs recognized for financial statement purposes, the
Companies may limit contributions to the pension fund. When a pension tracking mechanism has been
approved by the PUC, funding of the pension fund will be in accordance with the pension tracking
mechanism requirements.

Specifically, the pension tracking mechanism adopted by the PUC for HELCO requires the following:
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Except when limited by the ERISA minimwmn contributions requirements or the maximum
contribution imposed by the Internal Revenue Code, or the contribution exceeds the net periodic
pension cost (“NPPC”) for a reason provided in the following sentence, the annual contribution to the
pension trust fund will be equal to the amount of Statement of Financial Accounting Standards No. 87
(*FAS 87") NPPC. The utility will be allowed to recover through rates the amount of any
contributions to the pension trust in excess of the FAS 87 NPPC that were made for the following
reasons:
* the minimum required contribution is greater than the FAS 87 NPPC,
» the increased contribution was made to avoid a significant increase in Pension Benefit Guaranty
Corporation (*PBGC") variable premiums,
the increased contribution was made to avoid a charge to other comprehensive income, or
the increased contribution was made to avoid: (i) higher minimum contribution requirements
under the Pension Protection Act, or (ii) other adverse funding requirements under federal
pension regulations (provided funding does not exceed 100% of the projected benefit obligation
as a result).
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Watson Wyatt

Worldwide

May 25, 2007

Ms. Tayne Sekimura

Financial Vice President
Hawaiian Electric Company, Inc.
P. O. Box 2750

Honolulu, Hawaii 96840-0001

Re: Pension Funding Policy Study

Dear Tayne:

Attached is a study prepared at the request of Hawaiian Electric Company, Inc. to assist in
establishing a funding policy for pension benefits under the Retirement Plan for Employees of
Hawaiian Electric Industries, Inc. (HEI) and Participating Subsidiaries. Results and
information from this study may not be applicable for other purposes.

In preparing this information we have relied upon information and data provided to us by
HECO and other persons or organizations designated by HECO. The participant data used for
this study is the same data as used for the January 1, 2007 actuarial valuation. An audit of the
financial and participant data provided was not performed, but we have checked the data for
reasonableness as appropriate based on the purpose of the study.

We have relied on all information provided, including plan provisions and asset information as
complete and accurate. HECO used our projection information to develop revenue
requirements which we in turn used as a component for comparison between funding policies.

The information summarized in this study involves actuarial calculations that require
assumptions about future events. We believe that the assumptions and methods used in this
study are reasonable and appropriate for the purposes for which they have been used.

Actuarial calculations are inherently imprecise; actual future experience will differ from the
assumptions used in the calculations. A range of results different from those presented on this
report could be considered reasonable.

The undersigned consultants of Watson Wyatt Worldwide with actuarial credentials meet the
Qualification Standards of the American Academy of Actuaries to render the actuarial
opinions contained herein. There is no relationship between HECO and Watson Wyatt
Worldwide that impacts our objectivity.

Watson Wyatt & Company

Suite 2340 \ 737 Bishop Strect \ Honolulu, HI 96813-3214 \ 808 5350500 Telephons \ 808 531 1853 Fax
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Ms. Tayne Sekimura
May 25, 2007
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We would be pleased to review the study with the Pension Investment Committee and other
interested members of management and answer any questions you may have.

Sincerely,
D / A

Douglas Lum
Consultant

/f%/_/

Leonard Smothermon, A.S.A.
Consulting Actuary

Hay Herd. /

Kay Hardy, E.A.
Consultant
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Retirement Plan for Employees of
Hawaiian Electric Industries, Inc.
and Participating Subsidiaries

Funding Policy Study

Hawaiian Electric Company, Inc.
Hawaii Electric Light Company, Inc.

Maui Electric. Company, Ltd.

May, 2007

Prepared by:

Watson Wyatt
Worldwide

JAHE\DB\HERstudy\Funding Policy 200A\Pension Funding Policy v6.doc
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Study Purpose

Hawaiian Electric Company, Inc., Hawaii Electric Light Company, Inc., and Maui Electric Company,
Ltd. (HECO, HELCO and MECO respectively or collectively referred to as the Companies) provide
pension benefits to certain of their current and former employees by participating in the Retirement
Plan for Employees of Hawaiian Electric Industries, Inc. and Participating Subsidiaries (Pension Plan),
a qualified pension plan under the provisions of the Employee Retirement Income Security Act of 1974
(ERISA). The issue of whether the pension funding level is appropriate was raised in the Companies’
application for regulatory asset treatment of pension amounts which would otherwise be charged to
accumulated other comprehensive income in Docket No. 05-0310 (“AOCI application”). Additionally,
the question of whether the Companies should be allowed to include the net pension balance sheet
amounts in rate base has been raised in recent rate cases.

The amounts contributed to the pension fund impact the net pension balance sheet amounts. In the
AOCI application, the Companies proposed to submit a pension funding study in the current HECO
rate case (Docket No. 2006-0386). In Decision and Order No. 23223 in Docket No. 05-0310, the
Commission required the Companies to file a pension funding study in Docket No. 2006-0386,
HECO’s 2007 test year rate case, by May 31, 2007. The purpose of this study is to outline the
objective of the Pension Plan, summarize the complex funding rules, present funding alternatives for
consideration, and evaluate the impact on ratepayers of various funding alternatives for the utility
portion of the Pension Plan.

Pension Plan

The pension plan was developed as part of an overall compensation package to attract and retain
employees by providing financial security during the employees’ retirement years. The ultimate cost
of a pension plan is the benefits paid to participants plus expenses less investment earnings on
contributions made to fund those benefit payments.

Stakeholders

The Companies are proposing a pension funding policy designed to maintain an optimal funding level
which will best meet the needs of all stakeholders: plan participants, Companies and shareholders,
ratepayers, and regulatory agencies.

Participants look to the Plan to provide a dependable level of income after they retire from service to
the Companies. The funding policy should work to maintain funding levels that alleviate concerns of
the plan participants and inspire confidence that pension benefits will be provided in their retirement
years. A funding level should be maintained to avoid the need to issue participant notices that may
disrupt the workforce or cause undo stress with regard to the security of pension benefits.

The Companies desire a pension funding policy that limits fluctuations in funding and expense, results
in reasonable electric rates, provides for adequate funding levels, and avoids restrictions and
adjustments related to lower funded levels.

Ratepayers are interested in reasonable, predictable electric rates, adequate pension funding, and
intergenerational equity.

The Internal Revenue Service (IRS) and Pension Benefit Guarantee Corporation (PBGC) require
regular filings on behalf of the Plan for purposes of reviewing funded status, contribution amounts and
other plan factors including detailed asset and participant information. The IRS enforces minimum
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required and maximum deductible funding levels while the PBGC monitors the funded status of the
plan and assesses premiums to support the defined benefit pension plan system.

Although the various stakeholders look at the funding policy from different perspectives, they all
understand that a desirable funding policy should balance the needs and concerns of all parties. Such a
funding policy will serve to secure pension benefits, maintain reasonable electric rates, limit financial
volatility, and avoid undue scrutiny from regulatory and governmental agencies.

Alternatives Considered

In the past there were several “triggers” to consider while developing a funding policy: additional
funding under deficit reduction contribution rules, maximum deductible levels, avoidance of PBGC
variable rate premiums, and other comprehensive income under Statement of Financial Accounting
Standard Number 87 (FAS 87) to name a few. However, recent changes in funding rules made by the
Pension Protection Act of 2006 (PPA) and accounting rule changes made by Statement of Financial
Accounting Standard Number 158 (FAS 158) have rendered many of these trigger points
inconsequential.

The PPA completely revises the determination of minimum required contributions effective beginning
in 2008. In the near term there are funding level triggers to consider to defer potential contributions for
a few years, but in general the Plan will be required to fund toward a target liability. To avoid
excessive contribution requirements in a given year the Plan should strive to maintain at least an 80%
funded level. However, the funding policy under consideration will target a funded level in excess of
80%, thereby theoretically avoiding this additional funding trigger.

In addition, the PPA substantially increases the maximum deductible contribution that can be made to a
defined benefit pension plan. The revised maximum deductible limit is designed in such a way as to
increase the potential of stranded assets; that is, assets in excess of the amount needed to indefinitely
sustain a pension plan without further contributions. This potential renders a policy of making the
maximum deductible contribution impractical.

FAS 158 changes the financial reporting of a pension plan in a way that the previous trigger for
reporting other comprehensive income (unfunded accumulated benefit obligation (ABO)' in excess of
the accrued pension cost) is eliminated. The balance sheet now reflects the funded status of the plan
based on projected benefit obligation (PBO); therefore, a policy to fund ABO has no clear advantage
over alternative funding policies being considered.

After considering recent changes in pension funding law and financial reporting standards, the two
pension funding policies considered are:

Minimum Required Contribution (MRC) under the PPA

Net Periodic Pension Cost (NPPC) under FAS87 - (There is a restriction that the MRC be
funded as necessary, but by funding ahead of schedule a credit will be established to offset
future funding requirements.)

' Accumulated Benefit Obligation (ABO) as of a date is the actuarial present value of benefits attributed by the
pension benefit formula to employee service rendered prior to that date and based on current and past
compensation levels.

? Projected Benefit Obligation (PBO) as of a date is the actuarial present value of all benefits attributed by the
pension benefit formula to employee service rendered prior to that date. The PBO is measured using assumptions
as to future compensation levels if the pension benefit formula is based on those future compensation levels.

Page2of 78



Attachment 2
Page 6 of 68

Background

A certain amount of background information is helpful in understanding the development of a funding
policy. This section will summarize funding and expense issues related to pension plans, minimum
funding under the PPA, net periodic cost under FAS 87 and an outline of a pension tracking
mechanism for consideration to reconcile NPPC in rates from one rate case to the next.

To qualify for tax benefits, the design and funding of the pension plan must adhere to guidelines set
forth by the Internal Revenue Service through the Internal Revenue Code including Regulations,
Notices and Procedures. Most recently, the Pension Protection Act of 2006 (PPA) affects the required
funding of a qualified pension plan; although guidelines as to application of the law are yet to be
published, the changes generally come into effect in 2008. A plan sponsor may adopt any funding
methodology as long as the method adopted meets the minimum required funding under the PPA
without exceeding maximum deductible limitations.

For minimum funding purposes, the PPA defines a new measure of plan obligation to be referred to in
this report as Target Liability. The Target Liability reflects the value of benefits accrued as of the
valuation date. The Target Liability is the discounted value of anticipated cash flows related to the
accrued benefits based on mandated mortality assumptions and a yield curve yet to be defined. The
consensus is that the mandated yield curve will be based on the return of high quality corporate bonds.
In some sense, the Target Liability may be considered a conservative measure of accumulated benefit
obligation measure under FAS 87. Required funding will include two components, an amortization of
the Target Liability in excess of plan assets plus a normal cost component to reflect the value of
benefits accruing during the current year.

As an alternative, a plan may consider funding in accordance with the net periodic pension cost
(NPPC) recognized under Statement of Financial Accounting Standard Number 87. As described in
greater detail below, the NPPC differs from PPA funding in two major ways: (1) the obligation at the
valuation date includes the anticipated impact of future salary increases on benefits accrued to date [the
difference between projected benefit obligation and accumulated benefit obligation] and (2) the long-
term expected rate of return on assets is used to offset cost rather than the rate of return on high quality
corporate bonds. Under this alternative, if the MRC in any given year exceeds the NPPC, then the
MRC would be funded. The excess of MRC over NPPC will be a credit to reduce prospective funding
under NPPC.

The following two sections provide more detailed descriptions of PPA funding and NPPC funding. An
overview of Legal and Tax Requirements, including a brief history on the evolution of pension plan
funding, is included in Appendix B.

Minimum Funding - PPA

The PPA includes nuances regarding the strategic use of credit balances, the potential of additional
funding requirements if a plan is found to be “at-risk” and the phase in of certain funding requirements.
To avoid clouding the picture with these nuances we will provide a basic description of PPA funding
here and refer the reader to the presentation in Appendix D for a more in-depth discussion of the PPA.

The PPA is designed to fund toward the Target Liability of a pension plan. This includes an

amortization of Target Liability in excess of Actuarial Assets, plus Normal Cost. The primary
components of funding involve the following terms.

Page 3 of 78
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Target Liability is the discounted value of anticipated cash flows attributed to pension
benefits accrued as of the valuation date. The discount will be based on a yield curve designed
by the Internal Revenue Service through Regulations; this curve is expected to be
representative of the yields on high quality corporate bonds. Accrued benefits are based on
salaries and service as of the valuation date; anticipated cash flows related to these accrued
benefits are derived from assumptions relating to anticipated decrements (termination of
employment, disability, retirement and death). The mortality assumption will be provided by
regulation; the plan sponsor and actuary will develop the other assumptions based on the
experience of the plan.

Normal Cost is the expected increase in Target Liability attributable to service and salaries for
the current year. The same assumptions as used for the Target Liability are used to determine
Normal Cost.

Actuarial Assets is the value of funds held in trust to provide plan benefits. The value includes
accrued contributions as of the valuation date, but generally excludes any Credit Balance. The
PPA will allow some averaging of assets as a tool to reduce fluctuations of year-to-year
contribution requirements.

If the Target Liability exceeds Actuarial Assets, the difference is amortized over seven (7) years. The
Normal Cost plus the amortization is the minimum funding required to the plan.

If Actuarial Assets exceed Target Liability, the difference may be applied to offset the Normal Cost.
The minimum required contribution is the excess of Normal Cost over the excess Actuarial Assets (not
less than zero).

The Credit Balance is the accumulated value of contributions in excess of the minimum required
contributions. If a Credit Balance exists, it may be used to offset the funding requirements of the plan.
For purposes of calculating the required contribution, the Credit Balance is excluded from Actuarial
Assets. Once used to offset any contribution requirement, the portion of the Credit Balance used shifts
from Credit Balance to Actuarial Assets.

NPPC - FAS87

Following is a summary of how the Net Periodic Pension Cost (NPPC) is developed. For more detailed
information, please refer to Statement of Financial Accounting Standard Number 87.

The NPPC is the sum of the following components:
» Service Cost

« Interest Cost

« Return on Assets (an income item)

« Amortization of Prior Service Cost

« Amortization of Gain/Loss

« Amortization of Transition Obligation/Asset

These components and key elements used in their development are described as follows.

Service Cost is similar to Normal Cost described under PPA Funding. It is the value of
benefits accruing during the current year based on a discount rate selected by the company that
is representative of the rates of return available on high quality corporate bonds. The impact of
anticipated future salary levels is reflected in the Service Cost.

Page 4 of 78
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Interest Cost is the expected increase in Projected Benefit Obligation (PBO) related to the
current year. Basically, this is the Discount Rate times the PBO and is related to a one year
decrease in the discount period due to the aging of all participants.

Projected Benefit Obligation (PBO) is similar to the Target Liability except the anticipated
impact of future increases in salaries is included in the PBO. The expected cash flows related
to accrued benefits (calculated using anticipated future salaries) are discounted to the valuation
date using the Discount Rate.

Discount Rate is a rate selected by the plan sponsor for purposes of valuing pension benefit
obligations on financials. It is representative of the rate of return on high quality corporate
bonds as of the valuation date.

Return on Assets is the expected increase in assets for the year based on a long-term expected
rate of return and the allocation of assets held in trust. This rate is generally higher than the
Discount Rate as a plan’s asset allocation typically includes both debt instruments and equity
instruments with a higher expected return than a bond-only portfolio.

Amortization of Prior Service Cost is the amortization of an increase in PBO associated with
a plan change; for example, if a plan is amended to increase accrued benefits, then the value of
the increase may be spread over a future service period.

Amortization of Gain/Loss is an amortization of the accumulated gains and losses of PBO
and assets as of the valuation date. FAS 87 describes a minimum amortization of accumulated
unrecognized gain or loss as the unrecognized gain or loss in excess of 10% of the greater of
PBO or the market-related value of assets divided by the average remaining service period of
active participants.

Amortization of Transition Obligation/Asset is an amortization of the net obligation or asset
existing at the initial application of FAS 87. Generally, these amounts have been fully
recognized and this component is zero.

Pension Tracking Mechanism

A pension tracking mechanism has been presented by the Division of Consumer Advocacy to assist in
the systematic recovery through rates of contributions required to fund the pension plan on the basis of
funding the NPPC. This mechanism is designed to reconcile NPPC recovered in rates (established in a
rate case), actual NPPC, and actual contributions made to fund the pension plan.

The NPPC in rates is established in a rate case test year. Between the initial rate case test year and the
next rate case test year, differences in contributions, the actual NPPC and the NPPC recovered through
rates are tracked. The cumulative difference as of the new rate case test year is included in rate base,
amortized and reflected in rates. Any additional cumulative contributions required to meet funding
requirements will be amortized and reflected as well.

HELCO adopted the pension tracking mechanism in its 2006 test year rate case; therefore, for purposes
of illustration and discussion, HELCO is used as an example. Appendix A includes tables illustrating
the application of a pension tracking mechanism for HECO and MECO assuming the pension tracking
mechanism is adopted in their respective 2007 test year rate cases. Projections for each Company are
based on the two considered funding policies under three different prospective economic scenarios

PageSof 78
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described below. Summary tables of the projection of contribution and expense under each alternative
are provided to assist in the comparison of the funding policies.

Funding Policy Considerations/Criteria

The MRC is designed to fund toward Target Liability, but without reflecting an expectation that assets
may have an investment return in excess of the corporate bond yield curve. Under ordinary
circumstances when the assets equal or exceed the Target Liability, the asset return in excess of the
corporate bond yield curve would be used to fund Normal Cost and would be expected to eventually
put the plan in an over funded position.

The NPPC is designed to fund toward the projected benefit obligation; that is, toward the value of
accrued benefits including anticipated future salary increases, while reflecting the expected return on
assets based on investments in the trust. By design, the NPPC is expected to result in a smoother
funding progression than the MRC.

In order to analyze and compare the funding policies under consideration, projections of funding and
expense over a ten-year period have been prepared for each of the subsidiaries. Appendix A compares
the contribution and NPPC patterns under the alternative funding policies for three different economic
scenarios. Each of the contribution and expense scenarios reflect the impact of funding the MRC
compared to funding the NPPC. For purposes of reference the economic scenarios are based on the
following assumptions.

Summary of Assumptions Reflecting Three Economic Scenarios Considered

Economic Scenario
Assumption Baseline Less Favorable More Favorable
Discount Rate 6.0% 5.5% 6.5%
Expected Return on Assets 8.5% 8.5% 8.5%
Actual Return on Assets 8.5% 6.0% 9.5%
Target Liability Rate 6.0% 5.5% 6.5%

The primary considerations and criteria for developing a long-term funding policy include the
following.

Benefit security — maintain a sound funding level to alleviate concerns of plan participants and
inspire confidence that earned benefits will be provided in retirement years.

Flexibility — allow greatest possible range of funding to facilitate efficient use of capital.

Stability/predictability — considered in conjunction with flexibility, reduce volatility of
contribution requirements.

Reasonable electric rates — balance funding requirements with the need to provide benefit
security and maintain reasonable and predictable electric rates.

Funding status — improve the funded status of the plan (ratio of assets to obligations) toward a
self sustaining level of accrued benefits while minimizing the risk of stranded assets.
Anticipate need to fund annually for benefits accruing during a given year in an effort to
maintain intergenerational equity.
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Quantitative Analysis (Summary Tables)

This report provides a summary, including revenue requirements, of each of the considered funding
policies. The revenue requirements assume adoption of a pension tracking mechanism which reconciles
amounts recovered in rates and amounts contributed to fund the pension plan. All revenue requirement
amounts were calculated by HECO. Year 1 on the summary and detail tables represents 2007 for
HELCO and 2008 for HECO and MECO. Asterisked years on the tables are assumed rate case years.

Table 1 provides a summary of a ten-year projection comparing the NPPC in rates to contributions,
actual NPPC levels and revenue requirements and funded status stated as the ratio of market value of
assets to projected benefit obligation for HELCO using the Pension Tracking Mechanism. Appendix A
includes a copy of this information and summary information for HECO and MECO. Appendix A also
contains details from the pension tracking mechanism in support of the summary information. The
summary tables are structured to provide a side-by-side comparison of the funding policies under
consideration under each of the three economic scenarios. The table includes a sum of the pertinent
information over the projection period as well as the net present value at year | based on a discount
rate of 9%.

Appendix C provides a graphical representation of projected contributions and expenses under the
funding policy alternatives by Company for each of the three economic scenarios. Under the MRC
policy, contributions start out lower than under the NPPC policy, but increase sharply when the plan
emerges from a “fully funded” status. After a couple of years the MRC funding levels approach the
NPPC levels. By contrast the NPPC policy results in a smoothly declining contribution pattern. An
exception to this pattern is seen under the less favorable economic scenario where the contribution
under the NPPC policy is increased due to minimum required funding requirements starting in 2012;
however, the increase lags the MRC policy increase by a few years. This lag can be expected to give
the economics an opportunity to smooth variations before contributions are required.

In addition, Appendix C includes graphic representation of the ratio of assets to projected benefit
obligation (funded ratio) through the projection period. In most cases the funded ratio is projected to
improve. In general, the NPPC policy results in a higher funded status than the MRC policy. The
exception is under the sustained less favorable economic scenario where the MRC policy edges out the
NPPC policy with regard to funded status.

The Nature of Actuarial Calculations

The results documented in this report are estimated based on data that may be imperfect and on
assumptions about future events. Certain plan provisions may be approximated or deemed immaterial
and therefore are not valued. Assumptions may be made about participant data or other factors.
Reasonable efforts were made to ensure that items that are significant in the context of the actuarial
liabilities or costs are treated appropriately, and not excluded or included inappropriately.

Actuarial calculations are inherently imprecise; actual future experience will differ from the
assumptions used in the calculations. A range of results, different from those presented in this report
could be considered reasonable.

Discussion and Conclusion

As shown in Table 1, the two alternative funding policies produce similar results with respect to both
10-year total and net present value of revenue requirements under all three economic scenarios.
Revenue requirements are slightly lower under the MRC policy whereas the pattern of revenue

Page 70f 78
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requirements is smoother under the NPPC policy. Similarly, the contribution amounts and funded
ratios are not significantly different under the baseline and less favorable economic scenarios. Under
the more favorable economic scenario, the NPPC policy produces larger contributions and higher
funded ratios. Under both funding polices and all three economic scenarios, funded ratios are adequate
to excellent and contribution and expense levels are reasonable and relatively stable.

Figures 1, 2 and 3 below provide graphical support for the above discussion by comparing the net
present value of NPPC in rates, actual NPPC, contributions and revenue requirements over the
projection period related to the two considered funding policies for each of HELCO, HECO and
MECO under three selected economic scenarios.

Based on the projection results and analysis presented in this report, either funding policy alternative,
MRC or NPPC, would serve as a reasonable funding policy. Both alternatives balance the needs and
concerns of all stakeholders; both provide adequate benefit security, financial flexibility, stable
contribution and expense amounts, and reasonable revenue requirement levels.

Page 8 of 78



Attachment 2
Page 12 of 68
Table 1 - HELCO
Summary of Two Funding Policies Under Three Economic Scenarios
Basefine Economic Scenario
Fund NPPC Fund MRC
NPPC in Actual Revenue Funded NPPCin Actual Revenue Fundsd
Rates Expense Requirement  Contribution Status Rates Expense Requirement  Contribution Status
Year { 2,74 3,500 6,308 3,500 80.4% 2,744 3,500 6,308 . 80.4%
Year 2 2,744 2,000 8,308 2,900 92.0% 2,744 3,000 8,308 - 89.4%
Year 3 2,744 - 2,600 6,308 2600 g31% 2,744 3,000 8,308 - 88.3%
Year 4 2,744 2.400 6,308 2,400 83.9% 2,744 3,000 8.308 - 87.2%
Year5 ° 2,744 2,100 2,493 2100 B4.5% 2,744 3,000 a1 4,500 88.0%
Year8 2,058 2,000 240 2,000 84.9% 1,158 2,800 s 8,400 87.7%
Year 7 2,058 2,000 243 2,000 85.2% 1,158 2,400 811 8,100 80.5%
Year 8 2,058 2,000 2493 2,000 85.4% 1,158 2,200 811 2,200 932%
Year 9 2,058 2.000 240 2,000 85.7% 1,158 2,200 811 2.800 93.5%
Year10 * 2,058 2,000 2821 2,000 85.9% 1,158 2,300 3,832 2,800 64,0%
Total 24,000 23,500 40,310 23,500 18,500 27,400 a2 24,400
NPV 15871 15,781 28,408 15,781 13,508 18,169 24,325 13,477
Less Favorable Economic Scenario
Fund NPPC Fund MRC
NPPCin Actual Revenue Funded NPPCIn Actual Revenus Fundad
Rates Expenss Requirement  Contribution Status Ratas Expense Requirement  Contribution Status
Year 1 2744 4,400 8,308 4,400 B4.5% 2744 4,400 8,308 . B84.5%
Year 2 2,744 3,800 8,308 3,800 84.6% 2744 4,000 6,308 - 81.6%
Year3 2,744 3,700 8,308 3,700 84.4% 2744 4,200 8,308 - T8.™
Year 4 2,744 3,700 8,308 3,700 83.6% 2,744 4,300 8,308 8,000 75.6%
Year5 * 2,744 3,700 5202 3700 0.1% 2,744 4,000 4748 9,800 TI.T%
Year 4.8% 4,000 5,202 4,000 82.3% 4818 3,600 4748 10,100 80.7%
Year7 4,838 4,000 5,202 9,800 81.5% \ 4818 3,700 4748 10,300 83.6%
Year8 4838 3,000 §,202 10,800 84.0% 4818 3,500 4,748 10,500 88.4%
Year & 483 3,700 520 11,000 88.9% 4,816 3,300 4,748 10,700 89.2%
Year10 * 4,838 3400 11,480 11,200 89.6% 4,818 3,100 11,227 5,800 81.0%
Total 37,600 38,400 82,724 68,200 37.800 38,300 60,191 65,000
NPV 22,869 24873 39,817 33,164 22,848 25,168 38,255 38,255
More F avorable Economic Scenario
Fund NPPC Fund MRC
NPPCin Actual Revenue Funded NPPCin Actual Reverue Funded
Retes Expense Requirement  Contribution Status Rates Expense Requirement  Contribution Status
Year 1 2744 2,700 6,308 2,700 00.4% 2,744 2,700 8,308 . 96.4%
Year 2 2,744 2100 8,308 2,100 98.4% 2744 2,200 8,308 - 98.2%
Year 3 2,744 1,800 8,308 1,800 90.8% 2,744 2,100 8,308 - 06.0%
Year 4 2,744 1,600 6,308 1,600 101.0% 2,744 2,100 8,308 - 85.T%
Year5 * 2,744 1,300 an 1,300 102.0% 2,744 1,800 (327) - 85.4%
Yezr 8 458 1,200 a72 1,200 102.8% . 2100 (327) - 85.1%
Year 7 456 1,200 an 1,200 103.8% - 2,300 (327 - 94.8%
Year 8 456 1,300 an 1,300 104.5% - 2,500 (327 1,000 94.5%
Year 8 458 1,200 87m2 1,200 105.3% . 2,600 (32N 1,300 94.6%
Year10 * 456 1,100 1452 1,100 108.2% . 2,700 158 1,400 85.2%
Total 16,000 15,500 31,038 15,500 13,720 23,200 23,747 3,700
NPV 11,826 10,854 23448 10,854 10,673 14,778 18,585 1,692
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Figure 1a
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Figure 2a
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Figure 3a
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Appendix A - Projection Summaries and Details

Provides side-by-side comparison of considered funding policies
+ MRC — Minimum required contribution
+ NPPC - contribute the net periodic pension cost
Comparison includes the following information over the projection period
» NPPC in Rates
Actual NPPC (expense)
Revenue Requirement
Contribution
Funded status based on market value of assets to projected benefit obligation (PBO)
Three Economic Scenarios Considered

Assumption Baseline Less Favorable More Favorable
Discount Rate 6.0% 5.5% 6.5%
Expected Return on Assets 8.5% 8.5% 8.5%
Actual Return on Assets 8.5% 6.0% 9.5%
Target Liability Rate 6.0% 5.5% 6.5%

Table A-1 HELCO Summary — Summarizes the Details of Tables A-4 through A-9

Table A-2 HECO Summary — Summarizes the Details of Tables A-10 through A-15
Table A-3 MECO Summary — Summarizes the Details of Tables A-16 through A-21

HELCO Details — Pension Tracking Mechanism

e Table A-4 NPPC under Baseline Economic Scenario

e Table A-5 MRC under Baseline Economic Scenario

e Table A-6 NPPC under Less Favorable Economic Scenario
e Table A-7 MRC under Less Favorable Economic Scenario
e Table A-8 NPPC under More Favorable Economic Scenario
¢ Table A-9 MRC under More Favorable Economic Scenario

HECO Details — Pension Tracking Mechanism

Table A-10 NPPC under Baseline Economic Scenario

Table A-11 MRC under Baseline Economic Scenario

Table A-12 NPPC under Less Favorable Economic Scenario
Table A-13 MRC under Less Favorable Economic Scenario
Table A-14 NPPC under More Favorable Economic Scenario
Table A-15 MRC under More Favorable Economic Scenario

MECO Details - Pension Tracking Mechanism

s Table A-16 NPPC under Baseline Economic Scenario
Table A-17 MRC under Baseline Economic Scenario
Table A-18 NPPC under Less Favorable Economic Scenario
Table A-19 MRC under Less Favorable Economic Scenario
Table A-20 NPPC under More Favorable Economic Scenario
Table A-21 MRC under More Favorable Economic Scenario
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Table A-1
HELCO
Summary of Two Funding Policies Under Three Economic Scenarios
Basafine Economic Scenario
Fund NPPC Fund MRC
NPPC in Actual Reverue Fundsd NPPC in Actual Revenue Funded
Rates Expanse  Requirement  Contribution Status Rates Expenss  Requirsmert  Contribution Status
Year 1 2,744 3,500 6,308 3,500 00.4% 2744 3,500 8,308 - 90.4%
Yoer 2 274 2,800 6,308 2,900 02.0% 2744 3,000 8,308 . 85.4%
Yoar 3 2,744 2,600 6,308 2,600 83.1% 2744 3,000 68,308 - 80.3%
Year d 2,744 2400 6,308 2,400 03.9% 2744 3,000 8,308 - 872%
Yoear5 2,74 2,100 248 2,100 04.5% 2744 3,000 a1 4,500 86.0%
Yoar 8 2,058 2,000 245 2,000 04.9% 1158 2,800 811 8400 8r.7%
Year7 2,058 2,000 249 2,000 95.2% 1,158 2400 811 8,100 80.5%
Yoar 8 2,058 2,000 248 2,000 05.4% 1,158 2,200 814 2200 83.2%
Year 0 2058 2,000 2483 2,000 85.7% 1156 2,200 an 2800 83.5%
Yeer 10 * 2,058 2,000 2,621 2,000 05.9% 115 2,300 3 2,600 84.0%
Total 24,000 23.500 40310 23,500 19,500 27,400 33,211 24,400
NPV 15971 15,781 28,408 15,781 13,598 18,199 24,325 13477
Less Favorable Economic Scenario
Fund NPPC Fund MRC
NPPC in Actual Reverue Funded NPPC in Actual Ravenue Funded
Ratas Expense  Requirement  Contribution Status Ratss Expanse  Requirement  Contribution Status
Year 1 2,744 4,400 6,306 4,400 B4.5% y 474 4,400 8,308 - 84.5%
Yoar 2 2,744 3,600 6,308 3,000 B4.8% 2,744 4,000 6,308 - 81.6%
Year 3 2,744 3,700 6,306 3,700 B44% 2,744 4,200 8,308 - 78.7%
Year 4 2,744 3,700 6,308 3,700 83.8% 2,744 4,300 8,308 8,000 756%
Yoar5 * 2,744 3,700 5202 3,700 B3.1% 2,744 4,000 474 9,800 ™
Year 8 4,834 4,000 5202 4,000 B2.3% 4818 3,500 474 10,100 80.7%
Year 7 4838 4,000 5,202 9,800 B1.5% 4816 3,700 4748 10,300 83.6%
Year B 483 3,800 5.202 10.800 B4.0% 4818 3,500 4748 10.500 88.4%
Year 8 4838 3,700 5202 11,000 88.9% 4816 3,300 4,748 10,700 69.2%
Year 10 * 4838 3,400 11,400 41,200 89.6% 4818 3,100 11,227 5,600 01.9%
Total 37,800 38,400 82,724 86,200 37,500 38,300 80,191 85,000
NPV 22,808 24872 39,617 38,184 2,848 25,168 38,255 36,255
Mora Favorable Economic Scanario
Fund NPPC Fund MRC
NPPC in Actuat Revenus Funded NPPC in Actual Revenus Funded
Rates Expenss Requrement  Contribution Stahs Rates Expense  Requirement  Confribution Status
Year 1 2,744 2,700 8,308 2,700 96.4% 2744 2,700 8,308 - 86.4%
Year 2 2,74 2,100 6,308 2,100 83.4% 2,744 2,200 8,308 . 86.2%
Yeat 3 2,744 1,800 e.30e 1,800 08% 2,744 2,00 8,308 . 0.0%
Yeard 2,744 1,600 8,308 1,600 101.0% 2,744 2,100 8,308 - 85.7%
Yoar§ ° 2,744 1,300 872 1.300 102.0% 2,144 1,600 320 - 85.4%
Yeard 458 1,200 872 1,200 102.8% - 2,100 (32n . 85.1%
Year7 458 1,200 872 1,200 103.6% - 2,300 (320 - 84.6%
Year 8 458 1,300 872 1.300 104.5% - 2,500 27 1,000 84.5%
Year 8 458 1,200 872 1.200 105.3% - 2800 (327} 1,300 84.8%
Year 10 * 454 1,100 1,452 1,100 108.2% - 2700 158 1.400 85.2%
Tolel 18,000 15,500 31,038 15,500 13,720 23,200 23,747 3,700
NPV 11,8626 10,654 23,448 10,654 10,873 14,778 16,595 1,692
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Table A-2
HECO
Summary of Two Funding Policies Under Three Economic Scenarios
Basefine Econgmic Scenario
Fund NPPC Fund MRC
NPPC in Actual Rewenus Fundad NPPCin Actual Revenue Fundad
Rates Expenss  Requirement  Contribution Status Rates Expense  Requirement  Confribution Status
Year 1 18,400 15,600 31,067 15,600 91.8% 18,400 18,100 31,087 - 80.0%
Your 2 18,400 14,000 31,087 14,000 92.0% 18,400 18,000 31,087 - 87.9%
Year 3 18,400 12,700 31,087 12,700 93.8% 10,400 18,000 31,087 18,000 88.7%
Year 4 19,400 11,200 31,067 11,200 84.5% 10,400 14,300 31,087 20,400 87.7%
Year5 °* 18,400 10,800 7.231 10,800 95.0% 18,400 12,900 8424 19,600 080.2%
Year 8 5,280 10,500 7231 10,500 95.3% 7,300 12,500 8.424 13,300 91.6%
Year7 §,260 10,700 723 10,700 95.7% 7,300 13,300 8,424 13,800 82.2%
Your 8 5,260 10,500 7,231 10,500 96.0% 7.000 13,100 8,424 14,700 82.7%
Year 8 5,260 10,300 723 10,300 98.3% 7,300 12,800 8,424 15,300 03.2%
Year 10
Total 113,040 106,300 160,423 106,300 121,200 127,000 168,388 121,100
NPV 82,645 72.082 120574 T2.982 86,940 88,304 123,881 75114
Less Favorable Economic Scenario
Fund NPPC Fund MRC
NPPCin Actual Revenus Funded NPPC in Actual Revenue Funded
Ratss Expense Requirement  Contribution Status Rates Expense Requirement  Contribution Status
Year1 18,400 20,300 31,087 20,300 84.8% 18,400 20,800 31,087 - 81.4%
Year2 18,400 18,100 31,087 19,100 84.3% 18,400 21,800 31,087 12,400 768.3%
Yeoar3 18,400 18,800 31,087 10,800 nr% 18,400 21,800 31,087 43,400 18.9%
Year 4 18,400 18,000 31,087 19,000 83.0% 18,400 19,700 31,067 44 9800 70.2%
Year5 * 18,400 18,700 23471 25,500 82.2% 18,400 19,000 33178 48,300 81.7T%
Yoar 8 21,860 18,700 2341 48,500 82.2% 30,000 18,200 3,178 47,600 4. 1%
Yoar? 21,880 19,300 24N §0,000 B84.7% 30,000 17,700 RRE] 49,000 88.6%
Year 8 21,880 18,300 23471 51,400 87.2% 30,000 16,700 33478 50.400 89.0%
Year § 21,880 17,100 23471 52,800 88.7% 30,000 18,100 33178 28,800 01.4%
Year 10
Total 179,440 171,400 241823 305,300 212,000 171,800 290,158 320,800
NPV 117,598 114,620 165,323 185,813 134,737 118,730 162,071 168,870
Mare Favorabls £conomic Scenario
Fund NPPC Fund MRC
NPPC in Actug| Revenue Funded NPPC in Actual Revenue Funded
Ratss Expanse  Requiement  Contribution Status Ratas Expense  Regquirement  Centribution Status
Year1 18,400 11,700 31,087 11,700 98.0% 18,400 12,100 31,087 - 85.7%
Year2 18,400 10,100 31,087 10,100 96.6% 12,400 11,700 31,087 - 05.4%
Year3 18,400 8,600 31,087 4,600 100.6% 18,400 11,200 31,087 - 25.2%
Year 4 18,400 8,800 31,067 8,800 102.1% 18,400 10,600 31,067 - 84.0%
Years * 18,400 8,500 1,287 8,500 103.0% 18,400 11,200 (2.53) - B4.5%
Yearo - 6,300 1,287 8,300 103.6% - 12,000 {2,531) - 04.1%
Yoar7 - 8,500 1,267 8,500 104.8% - 13,300 (2.531) 4200 93.8%
Yoar8 - 8,200 1,287 8,200 105.7% - 14,100 (2,531} 8,300 93.9%
Year 9 . 5,800 1,267 5,800 108.8% . 14,500 (2.531) 8,900 84.4%
Year 10
Total 92,000 68,600 130,703 68,600 2,000 110,700 111,813 21,400
NPV 71,570 48,063 104,185 48,083 71,570 72,569 93,674 10,581
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Table A-3
MECO
Summary of Two Funding Policies Under Three Economic Scenarios
Baselne Economic Scanarin
Fund NPPC Fund MRC
NPPC in Actua) Ravanue Fundad NPPC in Actual Revenue Funded
Ratss Expanss  Requirement _ Contriwtion Status Rates Expense  Requiremsn!  Contribution Status
Year 1 3,800 3,500 3,685 3,500 58.5% 3,800 3,600 3685 - 85.4%
Yoar2 3.800 3,200 3,685 3,200 89.9% 3,800 3,800 3688 1,000 83.8%
Yeard 3,900 3,000 3,685 3,000 90.7% 3,800 3,500 3885 8600 52.0%
Year4 3,900 2,700 3,685 2,700 % 3,800 3,100 3685 6400 88.1%
Year5 * 3,600 2,509 1,049 2,600 81.8% 3,600 2,600 3,100 5800 89.1%
Yeard 1,600 2,400 1,048 2,400 922% 2,880 2,400 3,100 100 01.7%
Year7 1,600 2,300 1949 3.000 92.5% 2660 2,500 3,100 3,000 02.5%
Year 8 1,600 2,400 1,849 3.000 832% 2660 2,400 3,100 3100 93.1%
Yeard 1,600 2,400 1,849 3200 3.7% 2660 2,400 3,100 3,200 93.7%
Year10 . - - - . . - -
1
Totd 25,900 24,400 24485 26,600 30,440 28,100 30,240 32200
NPV 18,539 18,757 17,309 17,875 20m 18,080 20,481 20780
Less Favorable Economic Scensrio
Fund NPPC Fund MRC
NPPC in Actua) Revenue Funded NPPC in Actual Revenue Funded
Rates Expense  Requirement  Contribution Status Rates Expense  Requirement  Confribution Status
Yeart 3,800 4,400 3,885 4,400 81.7% 3,800 4,600 3485 - 8%
Yoar2 3,000 4,300 3885 4,300 81.6% 3900 4600 3685 8200 745%
Yoard 3,500 4,200 3885 4,200 81.3% 3,900 4300 3,685 8,000 T7.1%
Year4 3,600 4200 3685 4200 80.8% 3,800 3,900 685 8,200 80.1%
Years5 ° 3,500 4,100 5402 7,300 80.2% 3,900 3,600 7.804 8,400 83.0%
Yoarg 5,080 3,800 5402 9,900 81.6% 8,860 3,300 7.804 9.800 85.8%
Year? 5,080 3,800 5402 10,100 84.4% 68,860 3200 7804 9,700 88.4%
Year8 5,080 3,500 5402 10.400 87.2% 6,560 3,000 7.804 5,700 91.0%
Years 5,080 3,200 5402 10,600 80.9% 8,860 3300 7,804 7,100 91.2%
Year 10 - - - - - - - -
Yotal 39,820 35,700 41,750 €5,400 48,540 33,800 53,760 67,800
NPV 25,868 24,219 28,824 40,147 20614 23258 3443 43638
More Favorable Economic Scanario
Fund NPPC Fund MRC
NPPC in Actual Rowanue Fundsd NPPC in Actud! Revenue Funded
Ratss Expense  Requirement _ Contribution Status Rates Expense Requirememt  Contribution Status
Yoar ! 3,800 2,600 3635 2,800 95.0% 3,800 2,700 1685 - 02.2%
Year2 3,600 2,400 3,685 2400 96.3% 3,600 2700 1,685 . 91.3%
Yeard 3,800 2200 3885 2200 97.4% 3,900 2,700 l6es 2,600 80.4%
Yoar4 3,600 2,100 3685 2,100 98.4% 3,800 2,700 1685 2,100 91.6%
Year§ ° 3,800 2.000 835 2,000 99.3% 3800 2,800 108 2,000 924%
Year§ %0 1,900 835 1,000 100.2% 240 2,700 105 2,000 93.0%
Yoar? 360 1,600 835 1,000 101.1% 240 2,800 105 1.800 93.7%
Yeard 360 1.800 635 1,800 102.1% 4 2,800 105 2,000 #4.3%
Yoard 380 1.800 835 1,600 102.0% 240 2,900 ° 105 2,000 54.9%
Year 10 - - . - ¢ - - - -
Total 20,840 18,700 17,915 18,700 20,460 24,800 15,265 14,600
NPV 15,028 12,796 13,888 12,796 15,875 16,449 12,228 8,952
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(B8) In the year following a rate year, the NPPC in Rates is the rats year Actual NPPC (E) plus the sum of Cumulative Regulatory Aasets (K) and Cumulative Regulatory Liabdity 1 (M) divided by 5.

Rate NPFC In Rates
Year  Description Base Prepaid  Cum,
A 8 ©) ()

Y Initial
Year 1 2,744 2,554 5,208
Year 2 2,744 2,554 10,588
Year 3 2,744 2,554 15,804
Year 4 2,744 2,554 21,182

Y Year 5 2,744 2,554 26,490
Year 6 2,058 - 28,548
Year 7 2,058 - 30,802
Year 8 2,056 - 32,658
Year 8 2,056 - 34,714

Y Year 10 2,056 - 38,770
Total 24,000 12,770
NPV Year 1 16,871 9,934

Comments:
Assumptions

Discount Rate for NPPC 6.00%
Expected Asset Returmn for NPPC 8.50%
Actual Asset Retum 8.50%
Target Liabllity Discount Rates for MRC €.00%

Actual
NPPC

®

2,744
3,500
2,900
2,600
2,400
2,100
2,000
2,000
2,000
2,000
2,000

23,600
15,781

Table A4

HELCO
NPPC Funding Policy
Baseline Economic Assumptions
Contribution Prepaid Pension Asset _ Regulatory Asset  Regulatory Liabilily 1 Regulatory Liabdity 2
Current Cum, Current Cum, Gurent Cum, Current Cum Current  Cum,
(] (G) (H} o ) ® L ™) N Q)
121
3500 3,500 (2,554) 10,217 - - 756 758 - -
2000 8,400 (2554) 7,683 - - 156 912 - -
2,600 5,000 {2,554) 5,109 - - (144) 788 - -
2,400 11,400 (2,554) 2,555 - - (344) 424 - -
2100 13,500 (2,554) 1 - - (844) (220) - -
2,000 15500 - 1 - - (56) (276) - -
2,000 17.500 - 1 - - (58) {332) - -
2,000 15,500 . 1 - - (58) {388) - .
2,000 21,500 - 1 - - (56) (444) - -
2,000 23,500 - 1 - - (56) (500) - -
23,600 (12,770)
15,781 (9,934)

{C} Recovery of initial prepaid (cumulative net benefit to ratepayers at initial year) through NPPC in Rates,

{F) Actual NPPC is contributed unless higher contribution required by MRC. Additional amounts recorded in Regulatory Liability and used to offset subsequent years contributions.
(H), () Tracks the recovery of the initial prepaid.
(). (K Tracks differences in non-negative actual NPPC and contributions.

(U, M) Tracks differences in NPPC in Rates and Actual NPPC.

(N}, (O) Tracks pension incomes (negative Actual NPPC).

NPV Year 1 is the present value at the baginning of ysar 1 of the relevant column information discounted at 8%.

In any given year the Cumulative NPPC in Retes should equal the Cumulative contributions plus recovered prepaid less Cumulative Regulatory Assats less Cumulative Regulatory Liabiities.
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(B) In the year following a rate year, the NPPC in Rates is the rate year Actual NPPC (E) plus the sum of Cumulative Ragulatory Assets (K) and Cumulative Regulatory Liability 1 (M) divided by 5.

Rate NPPC In Rates
Year Description Bass Prepaid Cum,
(A) (B} (©) D)

Y Initial
Year 1 2,744 2,554 5,268
Year 2 2,744 2,554 10,598
Year 3 2,744 2,554 15,804
Year 4 2,744 2554 21,102

Y Year 5 2,744 2,554 26,460
Year6 1,158 - 27,646
Year7 1,156 - 28,802
Year 8 1,156 - 28,958
Year 8 1,156 - 31,114

Y Year 10 1,156 - 32,270
Total 18,600 12,770
NPV Year 1 13,596 9,934

Comments:
Assumptions

Discount Rats for NFPC 8.00%
Expected Asset Return for NPPC 8.50%
Actual Asset Retumn - 8.50%
Target Liability Discount Rate for MRC 8.00%

Actual

NPPC

®

2,744
3,500
3,000
3,000
3,000
3,000
2,800
2.400
2,200
2,200
2,300

27,400
18,199

Table A-5

HELCO
MRC Funding Policy
Baseline Economic Assumptions
Contribution Prapaid Pension Asset Regulatory Asset Regqulatory Liability 1
Cuirent  Cum, Cument  Cum, Current  Cum, Curent  Cum,
F) G) (H) m &) {Q {L (M)
12,771
- - (2.554) 10,217 (3.500) (3.500) 758 756
- - (2,554) 7,683 (3,000) (8,500) 268 1,012
- - (2.554) 5,109 (3,000}  (8,500) 256 1,288
- - (2.554) 2,556 (3,000) (12,500) 256 1,524
4500 4,500 (2.554) 1 1,500 {11,000 258 1,780
8,400 10,900 - 1 3600  (7,400) 1644 3424
8,100 17,000 - 1 3700  (3,700) 1244 4,668
2200 16,200 - 1 - (3,700) 1,044 5712
2800 21,800 - 1 400  (3,300) 1044 8758
2600 24,400 - 1 300 (3,000 1,144 7500
24,400 (12,770)
13417 (9,934)

[(#] Recovery of initial prepaid (cumulative net benefit to ratepayers at initial year) through NPPC in Rates,

Regulatory Liabdity 2

Cumrent
(N)

(3] Actual NPPC is contributed unless higher contribution required by MRC. Additional amounts recorded in Regulatory Liability and used to offset subsequent years contributions.

(H), (1) Tracks the recovery of the initial prepaid.
(). (K} Tracks differences in non-negative actual NPPC and confributions.

(L}, (M} Tracks differences in NPPC in Rates and Actuaj NPPC.

(N), (O) Tracks pension incomes (negative Actual NPPC).

NPV Year 1 is the present vajue at the beginning of year 1 of the relevent column information discounted at 9%.

In any given year the Cumulative NPPC in Rates should equal the Cumulative contributions plus rawvgrad prepaid less Cumulative Regulatory Assets less Cumulative Regutatory Liabilities.
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Rev Req
(P}

8,306
6,306
6,306
8,306
8,306
81
an
a1
an
811
3,932

33,211
24,328
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Rats NPPC In Rates
Year  Description Base Prepaid  Cum,
(A} (B) (€) ()]

Y Initial
Year 1 2,744 2,554 5,298
Year 2 2,744 2554 10,598
Year 3 2,744 2,554 15,854
Year 4 2,744 2,554 21,182

Y Year 5 2,744 2,554 26,480
Yearg 4838 - 31,326
Year7 4,838 - 38,182
Year 8 4,838 - 40,888
Year 9 4,838 - 45834

Y Year 10 4,838 - 50,870
Total 37,900 12,770
NPV Year 1 22,899 9,934

Comments:
Assumptions

Discount Rate for NPPC 5.50%
Expected Asset Retum for NPPC 8.50%
Actual Asset Retum 8.00%
Target Liabiity Discount Rats for MRC 5.50%

(B) In the year following a rate year, the NPPC in Rates is the rate year Actual NPPC (E) plus the sum of Cumulative Regulatory Assets (K) and Cumudative Regulatory Liability 1 (M) divided by 5.

Actual

NPPC

(E)

2744
4,400
3,800
3700
3,700
3,700
4,000
4,000
3,800
3,700
3,400

38,400
24,873

NPPC Funding Policy
Less Favorable Economic Assumptions

Table A-6

HELCO

Contribution
Curent  Cum.
(3] (G)
4400 4400
3,900 8,300
3700 12,000
3700 15,700
3700 19,400
4000 23,400
9,800 33,200
10,800 44,000
11,000 55,000
11,200 68,200
686,200
38,164

Prepaid Pansion Asset _ Reguiatory Assel  Regulatory Liability 1 _Reguiatory Liability 2
Cuent  Cum, Curent  Cum, Curent

cum,

Current
H)

(2.554)
(2,554}
(2,554)
(2,554)
(2,554)

(12770
(8,934)

(s3] Recovery of initiad prepaid (cumulative net benefit to ratepayers at initial year) through NPPC in Rates,

{F) Actual NPPC is confributed unjess higher contribution required by MRC. Additional amounts recorded in Regulatory Liabdity and used to offset subsaquent years contributions,
(H), (1) Tracks the recovery of the initia] prepaid.
), () Tracks differences in non-negative actual NPPC and contributions,

(L), (M) Tracks differences in NPPC in Rates and Actual NPPC.

{N), {O) Tracks pension incomes {(negative Actual NPPC).

NPV Year 1 is the present value at the beginning of year 1 of the relevant column information discounted at 9%.

In any given yaar the Cumutative NPPC in Rates should equal the Cumulative contributions plus recovered prepaid less Cumulative Regutatory Assats less Cumulative Regulatory Liabiities.

Cum,
U]

12,mM
10.217
7.683
5.108
2,555
1

—- eh A

o

®

L

1,658

™)

1,65
2,812
3,768
4,724
5,680
4,844
4,008
3,072
1,938

500

(N)

©)

Rev Req
P

6,308
6,308
6,306
6,308
6,308
5,202
5,202
5,202
5,202
5,202
11,480

62,724
39,617
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Table A-7

HELCO
MRC Funding Policy
Less Favorable Economic Assumptions
Rate NPPC In Rates Actual Contribution Prepaid Pansion Aaset Reguiatory Asast Reguiatory Liability 1 _Regutatory Liablity 2
_Year Descripion =~ [Base Prepad Cum _ NPPC_ Cument Cum, Cumeni  Cum Qument  Cum. Cument  Cum, Cument Cum., RevReq
(A (8) () (D) B F) ©G) (H) m W K {L (M) {N) ©) P)
Y Initid 2744 12,771 6,306
Year 1 2,744 2,554 5,208 4,400 - - (2,554) 10217 (4,400)  (4,400) 1,658 1,656 - - 6,308
Year 2 2,744 2554 10,596 4,000 - - (2,554) 7,883 (4,000) (8,400) 1,258 2912 - - 6,308
Year 3 2,744 2,554 15,894 4,200 - - (2554) 5.108 {4.200) (12.800) 1458 4,388 - - 6,308
Year 4 2,744 2554 21,192 4,300 8,000 8,000 (2.554) 2,555 3700  (8,800) 1,558 5924 - - 8,308
Y Year 5 2,744 2554 28,480 4,000 9.800 17,800 (2,554) 1 5,800 (3,100) 1,258 7,180 - - 4,748
Year 6 4918 - 31,308 3.800 10,100 27,800 - 1 6.300 3,200 (1,018) 8,184 - - 4,748
Yoar 7 4818 - 38,122 3,700 10,300 38,200 - 1 6,600 9,800 (1.118) 5,048 - - 4748
Year 8 4,818 - 40,638 3,500 10,500 48,700 - 1 7000 16,800 (1,3186) 3,732 . - 4748
Year 8 4,818 - 45,754 3,300 10,700 59,400 - 1 7400 24200 (1,518) 2,218 - - 4,748
Y Year 10 4818 - 50,570 3,100 5600 65,000 - 1 2500 26,700 (1.718) 500 - - 11,227
Totd 37,800 12,770 38,300 85,000 (127170) 60,194
NPV Year 1 22,8648 8,934 25,168 368,255 {5,934) 38,266
Comments:
Assumptions
Discount Rate for NPPC 5.50%
Expected Asset Retumn for NPPC B8.50%
Actual Assat Retumn 6.00% -
Target Liebility Discount Rate for MRC 5.50%
(8) in the year following a rate year, the NPFC in Rates is the rate year Actual NPPC (E) plus the sum of Cumujative Regulatory Assets (K) and Cumuiative Regulatory Liability 1 (M) divided by 5.
{C) Recovery of initial prepald (cumulative net benefit to ratepayers et initial year) through NPPC In Rates.
(F) Actua] NPPC is contributed unjess higher contribution required by MRC. Additional amounts recordad in Reguiatory Liability and used to offsat subsequent years contributions.
(H), (I) Tracks the recovery of the initlal prepaid,
(J), (I} Tracks differences in non-negative actual NPPC and contributions,
(L), (M) Tracks differences in NPPC in Rates and Actual NPPC. ;,U
aJe
(N), (O) Tracks pension incomes (negative Actual NPPC), :’)
NPV Year 1 is the present value at the beginning of year 1 of the relevant column information discounted at 9%. c.op
=
In any given year the Cumuativea NPPC in Rates should equal the Cumulative contributions plus recovered prepatd less Cumudative Regulatory Assets less Cumulative Regulatory Liabilities. (=%
)
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Table A-8
" HELCO
NPPC Funding Policy
More Favorable Economic Assumptions

Rate NPPC in Rates Actual Contribution Prepaid Pension Asset _ Regulatory Assat  Reguiatory Liablity i _Regulatory Liability 2
Year  Description Base Prepaid  Cum. NPPC Cuent  Cum, Cuert  Cum, Curent  Cum, Curert  Cum, Currert  Cum,  RevReq
) (8) (v} D) (E) F) ©) M (U] ()] (K L L) N ) (P)

Y Initial 2,744 12,771 8,308
Year 1 2,744 2,554 5,208 2,700 2,700 2,700 (2,554) 10,217 - - (44) (44) - - 8,308
Year 2 2,744 2,554 10,596 2,100 2,100 4,800 (2,554) 7,683 - - (844) (688) - - 8,308
Year 3 2,744 2554 15894 1,800 1,800 8,800 (2,554) 5,109 - - (944) (1,832 - - 8,308
Yaar 4 2,744 2,554 21,192 1,600 1,800 8,200 (2,554) 2,555 - - (1,144) (2,776) - - 6,308

Y Year 5 2744 2,554 28,490 1,300 1,300 9,500 (2,554) 1 - - (1,444) (4,220) - . 872
Year 6 458 - 28,848 1,200 1,200 10,700 - 1 - - 744  (3,478) - - 872
Year 7 456 - 27,402 1,200 1,200 11,800 - 1 - - 744 (2732 - - ar2
Year 8 456 - 27,858 1,300 1,300 13,200 - 1 - - 844  (1,888) - - 872
Yasr ¢ 458 - 28,314 1,200 1,200 14,400 - 1 - - 744 (1,144) - - 872

Y Year 10 458 - 28,770 1,100 1,100 15,500 - 1 - - 844 (500) - - 1,452
Total 18,000 12,770 15,500 15,500 (12,770) 31,038
NPV Year 1 11,826 9,934 10,654 10,854 (9,934) 23,446

Comments:
Assumptions

Discount Rate for NPPC 8.50%
Expected Assat Return for NPPC 8.50%
Acfual Asset Returmn™ 9.50% -

Target Liability Discount Rate for MRC 8,50%
(8) In the ysar following a rate year, the NPPC in Rates is the rate year Actual NPPC (E) plus the sum of Cumtdative Regulatory Assets () and Cumulative Regulatory Liability 1 (M) divided by 5.
{C) Recovery of initiad prepaid (cumuative net benefit to ratepayers at initia) year) through NPPC in Rates,
{F) Actual NPPC s contributad unjess higher contribution required by MRC, Additional amounts recorded in Regulatnry Liability and used to offset subsaquent years contributions,
(H), {I) Tracka the recovery of tha initial prepald,
(§), (K) Tracks differences in non-negative actual NPPC and contributions.
(L), (M) Tracks differences in NPPC in Rates and Actual NPPC.
(N}, (O) Tracks pension incomes {negative Actual NPPC).

NPV Year 1 is the present value at the beginning of year 1 of the relevant column information discounted at 9%.

89 Jo $T 98eq
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In any given year the Cumulative NPPC In Rates should equal the Cumulative contributions plus recovered prepaid less Cumulative Regulatory Assets less Cumulative Regutatory Liabilities.
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{B) In the year tollowing a rate yaar, the NPPC in Ratns is the rate year Actual NPPC (E) plus the sum of Cumudative Regulatory Assets (K) and Cumulative Regulatory Liabllity 1 (M) divided by 5.

Rate NPPC In Rates
Year  Description Base Prepaid  Cum,
(L)) (B) {© D)

Y Initial
Year 1 2,744 2,554 5,288
Year 2 2,744 2,554 10,596
Year 3 2,744 2,554 15,8684
Year 4 2,744 2,554 21,162

Y Year 5 2,744 2,554 26,480
Year 8 - - 26,490
Year?7 - - 26,490
Year 8 - - 28,480
Year 8 - - 26,490

Y Year 10 - - 26,480
Total 13,720 12,170
NPV Yoar 1 10,673 9,934

Comments:
Assumptions

Discount Rate for NPPC 8.50%
Expected Asset Return for NPPC 8.50%
Actual Asset Retum 9.50%
Target Liability Discount Rate for MRC 8.50%

Actua)
NPPC
{3

2744
2,700
2,200
2,100
2100
1,800
2,100
2,300
2,500
2,600
2,700

23,200

Table A-9

HELCO
MRC Funding Policy
More Favorable Economic Assumptions
Contribution Prepaid Pension Asset Regulatory Asset
Curent  Cum, Cureni  Cum, Curent  Cum,
F) G) H) aQ W ®
12,
- - (2.554) 10217 (2700)  (2,700)
- - (2,554) 7683 (2.200)  (4,800)
- - (2.554) 5108 (2100)  (7,000)
. . (2.554) 2555 (2.100)  (8,100)
- . (2.554) 1 (1,800) (11,000)
- - - 1 (2,100) (13,100)
- . - 1 (2,300) (15,400)
1,000 1,000 - 1 (1,500) (16,800)
1,300 2,300 - 1 (1,300) (18,200)
1,400 3,700 1 (1,300) (19,500)
3,700 (12,770)
1,692 (9.934)

14,776

(C) Recovery of initial prepaid (cumulative net benefit to ratepayers at initiad year) through NPPC in Rates.

Reguiatory Liability 1
Curent  Cum,
L M)
44) {44)
(544) (588)
(844) (1,232)
(644) (1,876)
(844)  (2,720)
2,100 (820)
2,300 1,880
2,500 4,180
2600 6,780
2700 9,480

Reg ry Liability 2

udatory Li
Luent
N

{F) Actual NPPC Is contributed unjess higher contribution required by MRC. Additional amounts recorded in Regulatory Liability and used to offeet subsaquent years contributions,

(H),  Tracks the recovery of the initial prepaid.
{J), (K Tracks differences in non-negative actual NPPC and contributions.

(L). (M) Tracks differences in NPPC in Rates and Actual NPPC.

{N), (O) Tracks pension incomes (negative Actual NPPC).

NPV Year 1 is the present value at the beginning of year 1 of the relevant column information discounted at 8%,

In any given year the Cumutative NPPC in Rates shoutd equal the Cumulative contributions plus recovered prepaid less Cumulative Regulatory Assets less Cumulative Reguiatory Liabilities,

cum,
©

Rev Req
g

6,308

49 Jo ¢z 98eg
 yuswiyoeny
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Table A-10

HECO
NPPC Funding Policy
Baseline Economic Assumptions

Rate NPPC In Rates Actus] Contribution Prepaid Pension Asset Regulatory Asset - _Regulatory Liablity 1 _Regulatory Liability 2
Year Description Base Prepaid Cumulative NPPC Cument Cumulative Cument Cumulative Cumment Cumuative Cument Cumudative Current Cumulative Rev Regq
(&) (B) ©) (%] (E) (F) ©) (H) U} ) K (L} (M) (N} ) (P)
Y Initial 18,400 489,860 31,067
Year 1 18,400 8,672 28,372 15,600 15600 15,600 (9.972) 39,888 - - {2.800)  (2,800) - - 31,067
Year 2 18,400 9,872 56,744 14,000 14,000 28,600 (9.972) 28,916 - - (4.400) (7.200) - - 31,067
Year 3 18,400 9,972 85118 12,700 12700 42,300 (9.972) 16944 - - {5,700y (12,800) - - 31.067
Year 4 18,400 9,872 113,488 11,200 11,200 53,500 (9,972) 0,972 - - {7.200) (20,100) - - 31,067
Y Year § 18,400 9,872 141,860 10,800 10,800 64,300 (9.972) - - - {7,600y (27,700) - - 7.231

Year 6 §,260 - 147,120 10,500 10,500 74,800 - - - - 5240 (22,450) - - 7.231
Year 7 5,260 - 152,380 10,700 10,700 85,500 - - - - 5440 (17.020) - - T.2M
Year 8 5,260 - 157.640 10,500 10,500 66,000 - - - - 5,240  (11,780) - - 7.231
Ysar 9 5260 - 162,900 10,300 10,300 106,300 - - - - 5,040 (6.740) - - 7.23
Year 10
Total 113,040 106,300 106,300 160,423
NPV Year 1 82,645 38,788 72,982 72,982 {38,788) 120,674

Comments:

Assumptions
Discount Rate for NPPC 8.00%
Expectad Asset Retum for NPPC 8.50%
Actual Asset Retum 8,50%_ -
Target Liablity Discount Rate for MRC 6.00%

(B) In the year following a rate year, the NPPC in Ratss is the rate year Actual NPPC (E) plus the sum of Cumulative Regulatory Assets (K} and Cumulative Regulatory Liabllity 1 (M) divided by 5.
©) Recovery of initial prepaid (cumutative net benefit to ratapayers at initia year) through NPPC in Rates,

(F) Actual NPPC is contributed unjeas higher contribution required by MRC. Additional amounts recorded in Regutatory Liabfity and used to offest subsaguent years contributions.

(H), () Tmacks the recovery of the initial prepaid.

{J). (K} Tracks differences in non-negative actual NPPC and contributions.

{L), (M) Tracks diferences in NPPC in Rates and Actsal NPPC.

(N), (O) Tracks pension incomes (negative Actual NPPC).

NPV Yaear 1 is the present valus at the beginning of year 1 of the redevant column information discounted at 8%.

In any given year the Cumulative NPPC in Rates should equal the Cumuative contributions plus recovered prepaid less Cumulative Regulatory Assets [sss Cumulative Regulatory Liablities,

89J0 97 adeq
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Table A-11

HECO
MRC Funding Policy
Baseline Economic Assumptions

Rate NPPC In Rates Actual Contribution Prepaid Pension Asset _ Regulatory Asset
Year  Description Base  Prepad Cumulative __ NPPC Cument Cumulstive Curept Cumulative Current Cumufative
A) {8) © D) (E) {F Q) (H) n (0] (K}
Y InRtial 18,400 49,880
Year 1 18,400 8,872 28,372 186,100 - - (9,672) 39888 (16,100) (16,100)
Year 2 18,400 9,872 56,744 18,000 - - (9,672) 29,616 (18,000) (32,100)
Year3 18,400 9872 85118 16,000 168,000 18,000 (9.672) 19644 - (32,100)
Year 4 18,400 8872 1132488 14,300 28,400 44,400 (9,872) 9,672 14,100  (18,000)
Y Year 5 18,400 0,672 141,880 12,500 19.600 64,000 (9,872) - 6,700 (11,300)

Year 8 7.300 - 148,180 12,500 13,300 77,300 - - 800 (10,500)
Year 7 7.300 - 156,460 13,300 13,800 91,100 - - 500 (10,000)
Year 8 7.300 - 183,760 13,100 14,700 105,800 - - 1,600  (8,400)
Year 9 7,300 - 171,060 12,800 15,300 121,100 - - 2,500 {5.900)
Year 10
Total 121,200 127,000 121,100
NPV Year 1 86,940 38,783 86,304 75,114 (38,788)

Comments:

Assumptions

Discount Rate for NPPC 8.00%
Expected Asset Retumn for NPPC 8.50%
Actual Asset Retumn 8.50% -
Target Liability Discount Rate for MRC 6.00%

Regulatory Liabilty 1 _Regulatory Liabiity 2
Curen Cumulstive Cument Cumulative Rev Req
L (M) (N) (o)) P)
31,087
(2300) (2,300} - - 31,087
(2.400)  (4.700) - - 31,087
(2400)  (7.100) - - 31,087
(4,100) (11,200 - - 31,087
(5.500) (16.700) - - 8,424
5200 (11,500 - - 8,424
8000  (5.500) - - 8.424
5,800 300 - - 8424
5500 5800 - - 8.424
166,388
123,851

(B) in the year following a rate year, the NPPC in Rates Is the rate year Actual NPPC (E) plus the sum of Cumulativa Regulatory Assets (K) and Cumutative Regutatory Liability 1 (M) divided by 5,

{€) Recovery of initial prepaid (curnulative net benefit to ratepayers at inttia] year) through NPPC in Rates.

[(3] Actua] NPPC ia contributed unless higher contribution requrired by MRC. Additional amounts recorded in Regulatory Liabiity and used to offset subsequent years contributions.

(H),{) Tracks the recovery of the initiad prepald.

(), (K) Tracks differences in non-negative actual NPPC and contributions.

{L), (M) Tracks differences in NPPC in Rates and Actual NPPC.

{N). (O) Tracks pension incomes (negative Actual NPPC).

NPV Year 1 is the present value at the beginning of year 1 of the relevant calumn information discounted at 9%.

In any given year the Cumutative NPPC in Rates shoukd equal the Cumuative confributions plus recovered prepaid leas Cumulative Regulatory Assets less Cumulative Regulatory Liabiities.
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Rate NPPC tn Rates
Year  Description Base  Prepaid Cumuiative
A (8) {©) )
Y Initicd
Year 1 18,400 0,872 28,372
Year 2 18,400 9872 58,744
Year3 18,400 9,972 85118
Year 4 18,400 0,872 113,488
Y Year5 18,400 9,872 141880

Year6 21,860 - 183,720
Year7 21,860 - 185,580
Year 8 21,860 - 207 440
Yeard 21,880 - 229,300
Year 10
Tota) 179,440
NPV Year 4 117,588 38,709

Comments:

Assumptions
Discount Rate for NPPC 5.50%
BExpected Asset Retumn for NPPC 8.50%
Actual Asset Retumn 6.00%
Target Liabdity Discount Rate for MRC 5.50%

Actual
NPPC

(E)

18,400
20,300
19,100
18,900
19,000
19,700
18,700
18,300
18,300
17,100

171,400
114,920

Table A-12

Regulatory Liablity 2

HECO
NPPC Funding Policy
Less Favorable Economic Assumptions
Contribution Prepaid Pension Asset  Regutatory Asset
Cument Cumulative Cument Cumuiative Cumeni Cumulative
(F) G) (H) o o ®)
49,860

20300 20,300 (0972) 35888 - .
19,100 39,400 (9,972) 20918 - -
18900 58,300 (0972) 19,844 - -
19,000 77,300 (0972) 08972 - -
25500 102,800 (9.872) - 5800 5800
48500 451,300 - - 26800 34,800
50000 201,300 - - 30,700 65300
51,400 252,700 - - 33,100 08,400
52,600 305,300 - . 35500 133,900
305,300
185,813 {38,788)

Cumrent Cumudative Cumen{ Cumilafive RevReq

Regulatory Liabdity 1
{L ™)
1,800 1,900

700 2,600
500 3,100
600 3,700
1,300 5,000
(2.180) 2840
(2,560) 280
(3.560) (3.280)
(4,760)  (8,040)

N)

©

{B) In the year following a rate year, the NPPC in Rates is the rate year Actual NPPC (E) plus the sum of Cumulative Regulatory Assets (K) and Cumutative Regutatory Liablity 1 (M) divided by 5.

{C} Recovery of initial prepaid (cumuiative net benefit to ratepayers at mitizl year) through NPPC in Rates.

{F) Actual NPPC is contributed unless higher contribution required by MRC. Additional amounts recorded in Regulatory Liability and used to offset subsequent years contributions.

{H), ) Tracks the recovery of the initial prepaid.

{J),{K) Tracks differences in non-negative actual NPPC and contributions.

(L), M) Tracks differences in NPPC in Rates and Actual NPPC.

(N), (O} Tracks pension ncomes (negative Actual NPPC).

NPV Year 1 is the present value at the beginning of year 4 of the relevant cotlumn information discounted at 8%.

In any given year the Cumulative NPPC in Rates should equal the Curmuative contributions plus recovered prepaid less Cumulative Regudatory Assets less Cumulative Reguiatory Liabifiies.

)

31,087
31,087
31,067
31,087
31,087
23471
23471
23471
23471
23471

241,623
165,323
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Table A-13

HECO
MRC Funding Policy
Less Favorable Economic Assumptions
Rate NPPC In Rates Actual Contribution Prepaid Pension Asset Requiatory Asset Regulatory Liabiity 1 _Requdatory Liahfity 2
Year  Description Base Prepaid Cumufative NPPC Cumrent Cumulafive Curent Cumulative Cumenri Cumulative Cument Cumuiative Cument Cumuistive RevReq
A (B} () ) € F) (G} (H) U] ) (K) {L ™) (N) (0) (P
Y Initiad 18,400 45,860 31,087
Year 1 18,400 8872 28372 20,800 - - (6,972) 30,888 (20,800) (20,800) 2,400 2,400 - - 31,087
Year 2 18,400 9,872 58,744 21,600 12,400 12,400 (8,972) 20916 (9,200) (30,000) 3,200 5,600 - - 31,087
Year 3 18,400 9,872 85118 21,800 43,400 55,800 (9,972) 19,944 21,600 {8.400) 3,400 9,000 - - 31,087
Yoar 4 18,400 9,872 113,488 19.700 44,900 100,700 (8,972) 0.972 25200 16,800 1,300 10,300 - - 31,067
Y Year § 18,400 9972 141,860 19,000 46,300 147,000 (8.972) - 27300 44,100 800 10,800 - - 3,178

Year 8 30,000 - 171,860 18,200 47,600 194,600 - - 29,400 73,500 {11,800) (800) - - 3178
Year 7 30,000 - 201,860 17,700 49,000 243,600 - - 31,300 104,800 (12,300) (13,200) - - 33,178
Year 8 30,000 - 231,880 18,700 50,400 294,000 - - 33,700 138,500 (13,300) (26,500) - - 33,178
Year 9 30,000 - 261,880 16,100 26,800 320,800 - - 10,700 148,200 (13,900} (40.400) - - 33,178
Year 10
Total 212,000 171,600 320,800 290,158
NPV Year 1 134,737 33,738 116,730 198,670 {38,788) 192,071

Comments:

Assumptions
Discount Rate for NPPC 5.50%
Expected Asset Retum for NPPC - 8.50% -
Actua Asset Retumn 6.00%
Target Liability Discount Rate for MRC 5.50%

®) In the year following a rate year, the NPPC in Rates is the rate year Actusl NPPC (E) plus the sum of Cumulative Reguatory Assets (K) and Cumulative Regulatory Liabfity 1 (M) divided by 5.
() Recovery of initial prepaid (cumutative net benefit to ratepayers at initial year) through NPPC in Rates.

F) Actual NPPC is contributed unjess higher confribution required by MRC. Additional amounts recorded in Regulatory Liabflity and used to offset subsequent years contributions.

{H), () Tracks the recovery of the initial prepaid.

{J). (X} Tracks differences in non-negative actual NPPC and contributions.

{L), (M) Tracks differences in NPPC in Rates and Actual NPPC.

(N), {0) Tracks pension incomes (negative Actual NPPC).

NPV Year 1 is the present value at the beginning of year 1 of the relevant column information discounted at 9%.

89 30 67 93ed
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In any given year the Cumulative NPPC in Rates should equat the Cumidative contributions plus recovered prepaid less Cumulative Requiatory Assets less Cumutative Regulatory Liabitties.
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Rate NPPC In Rates
Year  Description Base Prepaid Cumulative
A ®) {C) (D)
Y Initisd
Year 1 18,400 9,972 282372
Year2 18,400 9,972 58,744
Year 3 18,400 99872 85118
Year 4 18,400 9,972 113488
Y Year$§ 18,400 9872 141860
Year 6 - - 141,860
Year 7 - - 141,860
Yezar 8 - - 141,860
Year 9 - - 141,860
Year 10
Total 92,000
NPV Year 1 71,570 38,788
Comments:
Assumptions
Discount Rate for NPPC 6.50%
Expected Asset Return for NPPC B.50%
- Actual Asset Retum . 9.50%
Target Liabllity Discount Rata for MRC 8.50%

(B) in the year following a rate yaar, the NPPC in Rates is the rate year Actual NPPC (E) plus the sum of Cumuiative Regudatory Assets (K) and Cumulative Regulatory Liabdity 1 (M) divided by 5.

Actual

NPPC

6

18,400
11,700
10,100
8,600
6,900
6,500
6,300
6,500
6,200
5,600

68,600
48,083

HECO
NPPC Funding Policy
More Favorable Economic Assumptions
Contribution Prepaid Pension Asset
Curent  Cumudative
F) G} H) U]
46,860
1700 11,700 (9.972) 39.888
10,100 21,800 (9.972) 20916
8600 30400 (9.972) 19944
6,800 37.300 (0,872) 0,872
6,500 43,800 (8.972) -
6300 50,100 - -
6,500 58,500 - -
6200 62,800 - -
5800 68,800 - .
68,600
48,083 (38,788)

Table A-14

Regquiatory Asset

(C) Recovery of initial prepald (cumutative net benefit to ratepayers at initial year) through NPPC in Rates.

F) Actual NPPC is contributed unless higher contribution required by MRC. Additional amounts recorded in Requiatory Liabllity and used to offset subsaquent years contributions.

{H). (1) Tracks the recovesy of the initial prapaid,

{J), (1) Tracks differences in non-nagative actusl NPPC and contributions,

(L), (M) Tracks differences in NPPC in Rates and Actual NPPC,

{N). (Q) Tracks pension incomes (nagative Actua] NPPC).

NPV Year 1 s the present vafus at the beginning of year 1 of the redevant calumn information discounted at 9%.

In any given year the Cumulative NPPC in Ratas should equal the Cumulative contributions plus recovered prepaid less Cumutative Regulatory Assets less Cumudative Regutatory Liabdities,

Curent Curnutstive Curent Cumudative

Requiatory Liabikity 1 Requiatory Liahifity 2
Current Cumuletive Currepy Cumulative RevReq
L (L] (@} P
31,067
(6,700)  (6,700) - 31,087
(8,300) (15,000) - 31,087
(9,800) (24,800) - 31,067
{11.500) (36,300) - 31,087
(11,800) (48,200) - 1,287
6300  (41,800) - 1,287
6,500 (35,400 - 1,287
6,200 (28,200) - 1,287
5800  (23,400) - 1,287
130,703
104,195
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Table A-15

HECO
MRC Funding Policy
More Favorable Economic Assumptions
Rate NPPC In Rates Actua Contribution _Prepaid Penslon Asset Regulatory Assel Regulatory Liabifity 1 _Regulatory Liability 2
Year Descripion =~ Base  Prepald Cunmdative _ NPPC Cument Cumuistve Cumend Cumulative Cumeni Cumulative Curmeni Cumulative Cument Cumuiaiive RevReq
(Y] (B) (C) (D) (E) F) G) H) m () K) L ™ (N) 0} P)
Y  Initial 18,400 49,860 31,067
Yaar 1 18,400 8872 28,372 12,100 - - {9.872) 39,888 {(12,100) (12,100) (8,300)  (6,300) - - 31,087
Year 2 18,400 8072 56,744 11,700 . - (9872) 29018 {11,700)  (23.800) (6.700) {13,000) - - 31,087
Year3 18,400 6872 85116 11,200 - - (0.872) 19,844 {11,200)  (35,000) {7,200} (20,200) - . 31,067
Year4 18,400 9.072 113,488 10,500 - - 0.972) 9972 (10,600) (45,800) (7.800) (28,000) - - 31,087
Y Years 18,400 9,072 141880 11,200 - - 8,672) - (11,200) (56,800) (7.200) (35,200 - - (2,531)
Year § - - 141,860 12,000 - - - - (12,000) (88,800) 12,000 (23,200) - - (2,531)
Year7 - - 141,880 13,300 4200 4,200 - - (9,100)  (77.900) 13,300 (9000 - - (2.531)
Year 8 - - 141,880 14,100 8300 12,500 - - (5.800) (83,700) 14,100 4,200 - - (2,531)
Year9 - - 141,860 14,500 8800 21400 - - (5,600) (89.300) 14,500 18,700 - - (2.531)
Year 10
Total 92,000 110,700 21,400 111,613
NPV Year 1 7570 38788 72,569 10,561 (30,788) 93,674
Comments; }
Assumptions |
Discount Rate for NPPC 8.50% |
Expected Asset Retum for NPPC 8.50% B _ |
Actual Asset Retum 0.50% |
Target Liabiity Discount Rate for MRC 6.50% |

(B) In the year following a rate year, the NPPC in Rates is the rate year Actual NPPC (E) plus the sum of Cumulative Regulatory Assets (K) and Cumulative Regulatory Liabfity 1 (M) divided by 5.
(9] Recovery of initial prepaid (cumulative net benefi to ratepayers at initiad year) through NPPC in Rates.

{F} Actual NPPC s contributed unless higher contribution required by MRC. Additional amounts recorded in Regulatory Liability and used to offset subsequent years contributions.

{H). (I} Tracks the recovery of the initiaf prepaid.

{J}, (K} Tracks differences in non-negative actuasd NPPC and contributions.

{L), M) Tracks differences in NPPC in Rates and Actual NPPC.

{N). () Tracks pensian Incomes (negative Actua! NPPC).

NPV Year 1 s the present value at the beginning of year 1 of the relevant cofumn information discounted at §%.

89 30 1€ 38ed
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In any given year the Cumulative NPPC in Rates should equal the Cumulative contributions plus recovered prepaid less Cumulative Regulatory Assets less Cumulative Regulatory Liabdities.
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Rate NPPC In Rates
Year Descriph Base Prepaid Cumuiative
(A) {B) ) D)
Y Indtial
Year 1 3,000 285 4,165
Year 2 3,900 265 8,330
Year 3 3,800 265 12,495
Year 4 3,900 265 16,660
Y Year 5 3,800 265 20,825

Year§ 1,600 - 22,425
Year7? 1,600 - 24,025
Year8 1,600 - 25,625
Year 8 1,600 - 27,225
Year 10
Total 25,900
NPV Year 9 18,839 1,031

Comments:

Assumptions
Discourt Rate for NPPC 6.00%
Expecied Asset Retum for NPPC B.50%
Actual Assst Returmn 8.50%
Target Liabllity Discount Rate for MRC 6.00%

(8) In the year following a rate year, the NPPC in Rates is the rate year Actual NPPC (E) plus the sum of Cumulative Regulatory Assets (K) and Cumulative Regulatory Liabdity 1 (M) divided by 5.

Actual
NPPC

E)

3,900
3,500
3,200
3.000
2,700
2,500
2,400
2,300
2,400
2,400

18,757

Table A-16
MECO
NPPC Funding Pelicy
Baseline Economic Assumptions

Contribution
Currert  Cumulative

(F) G)
3500 3,500
3200 6,700
3000 9700
2700 12,400
2600 15000
2,400 17,400
3,000 20400
3000 23400
3,200 26,600

26,800

17,878

Current
H

(265}
(265)
(265)
(265}
(285)

Prepaid Pension Asset __ Requiatory Asset _Regulatory Linblity 1 _Requlatory Liability 2
I Gument Cumulative Cument Cumuative Cument Cumulative _ RevReq
W x L M) N) (o)) P)

3,885

- - (400) (400) - - 3,885

- - (700)  (1,100) - - 3.885

- - (900)  (2.000) - - 3685

- - {(1.200)  (3.200) - - 3685

100 100 (1,400)  (4,600) - - 1,949

- 100 800  (3,800) - - 1.949

700 800 700 (3.100) - - 1.548

600 1,400 800  (2.300) - - 1,949

800 2,200 800  (1.500) - - 1,949

24,485

17,309

{1,031)

(C) Recovery of initial prepaid (cumutative net benefit to ratepayers at initial year) through NPPC in Rates.

(3] Actual NPPC is contributed undeas higher contribution required by MRC. Additional amounts recorded in Reguatory Liabdity and used to offset subsequent years contributiona.
(H), () Tracks the recovery of the initial prepaid.
(J), () Tracks differences in non-negative actual NPPC and contributions,

(L), (M) Tracks differences in NPPC in Rates and Actual NFPC.

(N). (O) Tracks pension incomes (negative Actud NPPC).

NPV Year 1 is the present vajue at the baginning of year 1 of the relevant column information discounted at 9%.

In any given year the Cumulative NPPC in Rates should equal the Cumulative contributions plus recovered prepaid less Cumulative Regulatory Assets less Cumulative Reguiatory Liabilities.

Cumutative
m

1323
1,058
793
528
263

2)

2)

@)

@)

@)

-
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In the year following a rate year, the NPPC in Rates is the rate year Actuad NPPC (E) plus the sum of Cumulative Regulatory Assets (K} and Cumulative Regulatory Liabllity 1 (M) divided by 5.

NPPC In Rates
Year Description Base Prepaid Cumulative
(A) (8) {©) ©)

Initial
Year 1 3,900 285 4,165
Year 2 3,900 265 8,330
Yoar 3 3,800 265 12,495
Year 4 3,900 265 16,660
Year 5 3,800 265 20,825
Year 6 2,660 - 23,485
Year7 2,660 - 26,145
Year 8 2,660 - 28,805
Year 9 2,660 - 31,485
Year 10
Total 30,140
NPV Yaar 1 20,774 1,031

Comments:

Assumptions
Discount Rate for NPPC 6.00%
Expected Asset Raturn for NPPC B.50%
Actual Asset Retum 8.50%
Target Liabiity Discount Rate for MRC 8.00%

Actual
NPPC

(E)

3,800
3,600
3.600
3,500
3,100
2,600
2,400
2,500
2400
2400

28,100
18,030

Table A-17

Recovery of initial prepaid (cumulative net bansfit to ratepayers at initial year) through NPPC in Retes,

Actual NPPC is contributed unieas higher contribution required by MRC. Additional amounts recorded in Regulatory Liability and used to offset subsequent years contributions.

(H). () Tracks the recovery of the initial prepaid.

{L). (M) Tracks differences in NPPC In Rates and Actual NPPC,

{N), (O) Tracks pension incomes (negative Actual NPPC).

(J), (K} Tracks differences in non-negative actual NPPC and contributions,

NPV Year 1 ia the present value at the beginning of year 1 of the relevant column information discounted at 9%.

MECO
MRC Funding Policy
Baseline Economic Assumptions
Contribution Prepgid Pansion Asset Rogulatory Asset
Q)] (G) H) (&) x)
1,323
- - (265) 1,058 {3600)  (3,800)
1,000 1.000 (265) 793 (2,600)  (6,200)
8600  7.600 (265) 528 3,100  (3,100)
6400 14,000 (265) 263 3,300 200
5,800 19,800 {265) @ 3200 3400
3,100 22,900 - @ 700 4,100
3,000 25900 - @ 500 4,600
3,100 29,000 - @ 700 5,300
3200 32200 - @ 800 6,100
32,200
20,760 (1,039)

_Regulatory Lisbifity 1

Liabiity 1
Current Cumulative

M)

(300}

{600)
{1,000)
{1,800)
{3.100)
(3,360)
(3,520)
(3.780)
(4,040

In any given year the Cumulative NPPC in Rates should equal the Cumulative contributions plus necovered prepaid less Cumulative Regulatory Assets less Cumulative Regulatory Liabities.

Reguletory Liability 2
Cutfent Cumulativée Rev Req
(P)

3,685
3,685
3,685
3,685
3.685
3,100
3,100
3,100
3.100
3,100

30,240
20,481
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Table A-18
MECO

NPPC Funding Policy

Less Favorable Economic Assumptions

Rate NPPC In Rates Actual Contribution Prepaid Pension Asset Regulatory Asset Ri Li 1 _Regulatory Liabiity 2
Year  Description Bass Prepaid Cumulative __ NPPC Cument Cumulative Cumen Cumuistive Cument Cumuiative Cumem Cumulative Cument Cumuiative Rev Req
A (:}] ©) ) (E) F) (G) H) 0 v K L ™) N) © (P)
Y Initial 3,800 1,323 3,685
Year 1 3,800 265 4,165 4,400 4,400 4,400 (265) 1,058 - - 500 500 - - 3,885
Year 2 3,900 285 8,330 4,300 4,300 8,700 {265) 783 - - 400 800 - - 3,485
Year 3 3.800 2685 12,495 4,200 4,200 12,800 (265) 528 - - 300 1,200 - - 3,685
Year 4 3,900 285 16,660 4,200 4200 17,100 (285) 283 - - 300 1.500 - - 3,885
Y Year 5 3,800 265 20,825 4,100 7.300 24,400 (265) 3] 3,200 3,200 200 1,700 - - 5,402

Year 8 5,080 - 25,805 3,800 9,500 34,300 - (2} 6,000 9,200 (1,180) 520 - - 5402
Year7 5,080 - 30,885 3,800 10,100 44,400 - (2 6300 15,500 (1,280) (760) - - 5402
Year 8 5,080 - 36,065 3,500 10,400 54,800 - (2) 6.900 22400 {1.580) (2,340) - - 5402
Year © 5,080 - 41,145 3,300 10,600 65,400 - 2 7.300 29,700 (1.780)  (4,120) - - 5,402
Year 10
Total 39,820 35,700 65,400 41,750
NPV Yoar 1 25,8688 1,031 24,219 40,147 (1,031) 26,824

Comments:

Assumptions
Discount Rate for NPPC 5.50%
Expected Asset Retumn for NPPC 8.50%
Actual Asset Return 6.00% N
Target Liability Discount Rate for MRC 5.50%

(8) In the year following a rate year, the NPPC in Rates is the rate ysar Actual NPPC (E) plus the sum of Cumulative Regulatory Assats (K) and Cumulative Regulatory Liability 1 (M) divided by 5.

) Recovery of initial prepaid (cumulative net benefit to ratepayers at initial year) through NPPC in Rates.

(3] Actual NPPC s contributed unless higher contribution required by MRC. Additional amounts recorded in Regudatory Liabdity and used to offset subssquent years contributions.

(H), {I) Tracks tha recovery of the initial prepaid.

(d), () Tracks diffsrences in non-negative actual NPPC and contributions.

(L), (M) Tracks differences in NPPC in Rates and Actual NPPC,

(N), {C) Tracks pension incomas (negative Actual NPPC),

NPV Year 1 is the present value at the beginning of year 1 of the relevant column information discounted at 9%.

In any given year the Cumulative NPPC in Rates should equal the Cumnulative contributions plus recovered prepaid less Cumulative Regulatory Assets less Cumulative Reguiatory Liabfities.
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Table A-19

MECO
MRC Funding Policy
Less Favorable Economic Assumptions

Rate NPPC In Rates Actual Contribution Prepaid Pension Assat Requlatory Asset Regulatory Liabiity 1 Rggulaiﬂ Liability 2
Year  Description Base Prepeid Cumulative _ NPPC Cuprent Cumulative Curept Cumulative Curent Cumudstiye Current Cumulative Cument Cumulative Rev Req
(A) 8 ©) ©) E) F G H) M W (K) L ™) (N) (0) P)
Y Initiad 3,800 1,322 3,685
Year 1 3,800 285 4,165 4,600 - - (265) 1,058 {4,600) {4,600) 700 700 - - 3,985
Year2 3,900 265 8,330 4,600 8,200 8,200 (265) 793 3,600 {1,000) 700 1,400 - - 3,685
Year 3 3,800 25 12,495 4,300 9,000 17,200 (265) 528 4700 3.700 400 1,800 - - 3.685
Year 4 3,900 265 18,680 3,600 9200 26,400 (265) 263 5.300 8,000 - 1,800 - - 3,885
Y Year$5 3,800 285 20,825 3,600 9,400 35,800 (265) (2) 5,800 14,800 (300) 1,500 - - 7,804

Year 6 8,880 - 27,685 3,300 9,600 45,400 - (@) 6,300 21,100 (3,560) (2,060) - - 7,804
Year 7 6,850 - 34,545 3.200 8,700 55,100 - (2) 6,500 27,600 {3.660) (5,720) - - 7,804
Year 8 6,860 - 41,405 3,000 5,700 0,800 - (2) 2,700 30,300 (3,880) (8,580) - - 7,804
Year9 6,380 - 48,265 3,300 7.100 67,900 - (2) 3,800 34,100 (3,560) (13,140) - - 7,804
Year 10
Total 48,940 33,800 67,900 83,780
NPV Year 1 29,614 1,031 23,288 43,838 (1,031) 313,443

Comments:

Assumptions
Discount Rate for NPPC 5.50%
Expected Asset Retum for NPPC 8.50%
Actual Asset Retumn 6.00%
Target Lidbitity Discourt Rate for MRC 5.50% -

(B) In the year following a rate year, the NPPC in Rates is the rate ysar Actual NPPC (E) plus the sum of Cumulative Regulatory Asaata (K) and Cumulative Regulatory Liabfity 1 (M) divided by 5.
{C) Recovery of initial prepaid (cumulative net benefit to ratepayers at initial year) through NPPC in Rates. '

{F) Actual NPPC is contributed undess higher contribution required by MRC. Additional amounts recorded in Regulatory Liabdity and used to offset subsequent years contributions.

{H), ( Tracks the recovery of the initial prepaid.

{J). (K) Tracks differences in non-negative actual NPPC and contributions.

{L). (M) Tracks differances in NPPC in Rates and Actual NPPC.

(N), (O) Tracks pension incomes (negative Actual NPPC).

NPV Year 1 is the presant value at the beginning of year 1 of the relevant column information discounted at 8%.

In any given year the Cumulative NPPC in Ratas should equal the Cumulative contributions plus recoversd prepaid less Cumulative Regulatory Asssts less Cumulative Regulatory Liablities.
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(B) In the year following a rate year, the NPPC in Rates is the rate year Actual NPPC (E) plus the sum of Cumulative Regulatory Assats (K) and Cumulative Regulatory Liabity 1 (M) divided by 5.

Rate NPPC In Rates
Year  Description Base Prepaid Cumulative
A (8) ©) (0}
Y Initial
Year 1 3.900 265 4,165
Year2 3,800 265 8,330
Year3 3,800 265 12495
Year 4 3,900 265 16,680
Y Year§ 3,900 265 20,825

Year 6 380 - 21,185
Year7 380 - 21,545
Year 8 380 - 21,905
Year 9 360 - 22,285
Year 10
Total 20,840
NPV Year 1 15,928 1,031

Comments:

Assumptions
Discount Rate for NPPC 6.50%
Expected Asset Raturn for NPPC 8.50%
Actual Assst Retum 9.50%
Target Liablity Discount Rate for MRC 8.50%

Actual
NPPC

(E}

3,900
2,600
2,400
2,200
2,100
2,000
1,800
1,800
1,800
1.800

18,700
12,788

MECO
NPPC Funding Policy
More Favorable Economic Assumptions
Confribution Prepaid Pension Asset
Cument Cupulatve  Curren Cumulative
(F) ) H) (U]
1323
2800 2,600 (265) 1058
2400 5,000 (285) 793
2200  7.200 (265) 528
2100 9,300 (285) 283
2000 11,300 (2€5) (2
1,800 13,200 - @
1,800 15,100 - o)
1,800 16,500 - (2)
1,800 18700 - (2}
18,700
12,79 (1,031)

Table A-20

{C) Recovery of intial prepaid (cumulative net benefit to ratepayers at initial year) through NPPC in Rates,

)

(L)

L

{1,300)
{1,500)
{1,700)
{1,800)
{1,800)
1,540
1,540
1,440
1,440

(M)

(1,300)
(2.800)
(4,500)
(6.300)
(8,200)
(6,660)
(5,120)
(3.680)
(2,240)

(N}

I T T T T T

(F) Actual NPPC is contributed urdess higher contribution required by MRC. Additional amounts recorded in Regulatory Liabllity and used to offsat subsaquent years contributions.

(H). () Tracks the recovery of the initia) prepaid.
(). () Tracks differences in non-negative actual NPPC and contributions.

(L), {M) Tracks diferences in NPPC in Rates and Actual NPPC.

(N). (O) Tracks pension incomes (negative Actual NPPC).

NPV Year 1 is the present value at the beginning of year 1 of the relevant column information discounted at 9%.

In any glven year tha Cumulative NPPC in Rates should equal the Cumulative contributions plus recovered prepaid iass Cumulative Regulatory Assets less Cumulative Regulatory Liabditias,

Regulatory Asset _Regulatory Liabdity 1 Rggulabg Liablity 2
Currept Gumulative Current Cumulative

Current Cumulative Rev Req

(O}

(P

3,685
3,685
3,685
3,685
3,885
835
835
835
635
835

17,918
13,888
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Table A-21

MECO
MRC Funding Policy
More Favorable Economic Assumptions
Rate NPPC In Rates Actual Contribution Prepaid Pension Asset Regulatory Asset Regulatory Liabdity 1 _Regulatory Lisblity 2
Year Desciption Base Prepaid Cumulatve _ NPPC Curent Cumulatiye Cument Cumulative Curreni Cumuative Cument Cumuative Cumrent Cumuiative Rev R
(A) (B) ) ()] (E) (F} (c)] (H) 0] ) ) (L) (M) (N) ©) (P)
Y Initlad 3,900 1,323 3.885
Year 1 3,900 265 4,165 2,700 - - (265) 1,058 (2,700) (2,700) (1,200} (1.200) - - 3,885
Year 2 3,900 265 8,330 2,700 - - (265) 783 (2.700)  {5.400) (1.200)  (2.400) - - . 3,885
Year3 3,800 285 12,495 2,700 2,600 2,600 (265) 528 (100)  (5.500) (1.200)  (3.600) - - 3.685
Year4 3,800 265 16,660 2,700 2,100 4,700 (265) 263 (600)  {8,100) (1,200)  (4.800) - - 36885
Y  Years 3,800 285 20,825 2,800 2,000 6,700 (265) 2 (800)  (6,900) (1.100)  (5.800) - - 108
Year& 240 - 21,065 2,700 2,000 8,700 - (2) (700)  {7.600) 2,480  (3.440) - - 105
Year7? 240 - 21,305 2,800 1,800 10,800 - (F3) (900)  (8,500) 2,560 {880) - - 105
Yoar 8 240 - 21,545 2,800 2,000 12.800 - 7)) (800)  (9,300) 2,560 1,680 - - 108
Year 9 240 - 21,785 2,900 2,000 14,800 - (2) (800) (10.200) 2,650 4,340 - - 105
Year 10
Total 20,450 24,800 14,600 15,2685
NPV Year 1 15,875 1,031 16,448 8,062 (1.031) 12,228
Comments:
Assumptions
Discount Rate for NPPC 6.50%
Expectad Asset Retumn for NPPC 8.50%
Actual Asset Retumn 8.50%
Target Liabiity Discount Rats for MRC 6.50%
(B) In the year following a rate year, the NPPC In Rates is the rat® year Actual NPPC (E) plus the sum of Cumujative Regulatory Assets (K) and Cumulative Regulatory Liablity 1 (M) divided by 5.
) Recovery of initial prepaid (cumulative net benefit to ratepayers at initial year) through NPPC in Rates.
{F) Actus! NPPC is contributed unless higher contribution required by MRC, Additional amounts recorded in Regulatory Liabifity and used to offsst subsaquent yaars contributions,
{H), 1) Tracks the recovery of the initial prepaid,
{J). (K} Tracks differences in non-negative actual NPPC and contributions.
{L). (M) Tracks differences in NPPC in Retes and Actual NPPC. o
[~
(N}, (O) Tracks pension incomes (negative Actual NPPC). 08
w
NPV Year 1 is the prasant vatue at the beginning of year 1 of the relevant column information discountad at 8%. ~J
Q
In any ghven year the Cumulative NPPC in Rates shoud equal the Cumulative contributions plus recovered prepaid less Cumulative Regulatory Assets less Cumulative Regulatory Liabiities. :3
%)
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Appendix B

Overview of al and Tax Requirements to Consider in Developing a Pension Funding Polic

The evolution of funding requirements under the Internal Revenue Code and ERISA has led to a
complex set of rules that have given employers a difficult time in maintaining a consistent long-term
funding policy for sponsored pension plans. Since 2004, sponsors have been in the situation of waiting
for rules to be published after the valuation date before a funding valuation could be performed. The
latest change in pension funding rules is the Pension Protection Act of 2006 (PPA) which was signed
into law on August 17, 2006. This latest law generally becomes effective January 1, 2008. Therefore,
2007 is the last valuation expected to be covered by the old regime.

Following is a high level overview of the pension funding rules. Although we are awaiting detailed
guidance with regard to the PPA, details of the new funding rules as we currently understand them are
discussed in a later section.

ERISA introduced specific rules for determining the minimum required contribution (MRC) and the
maximum deductible limit for tax-qualified defined benefit pension plans. The initial framework was
based on a long-term perspective assuming the sponsored pension plan would remain in operation
indefinitely and should be funded on this basis. As such, plan obligations were discounted over the
long-term to reflect the anticipated return of plan assets. Initial unfunded obligations, increases in
obligations due to plan amendments and changes in funded status due to the experience of the plan
were amortized over reasonably long periods. Plan sponsors were allowed to select from among
several funding methodologies to reflect their long-term funding strategies. As a result, contribution
patterns were designed to be fairly stable from year to year.

Title 1V of ERISA created the Pension Benefit Guaranty Corporation (PBGC) in order to protect the
pensions of participants in case of plan insolvency. The PBGC was exposed to greater financial risk as
companies in select industries routinely negotiated benefit increases effective immediately that were
funded over 30-year periods. In response to the increased risk a 1987 law was passed to accelerate the
funding of some plans. The 1987 law introduced a measure of plan obligations referred to as “current
liability” which was meant to represent the total value of accrued benefits earned by plan participants
valued at current settlement rates. The IRS prescribed a range of permissible discount rates for
purposes of calculating the current liability based on 30-year Treasury rates. The effect of the law was
to accelerate funding of plan liabilities, on a sliding scale, that were unfunded on a current liability
basis.

The Retirement Protection Act of 1994 (RPA '94) modified the current liability rules to establish a
90% of current liability funding target and mandated an aggressive schedule to achieve this funding
target. These are sometimes referred to as deficit reduction contributions. A decline in asset values
and increase in obligations due to decreasing discount rates during 2000 — 2002 created wild
fluctuations in funding requirements as amortization of experience losses was required over a shorter
period.

In 2006, the PPA created a new measure of liability that we will refer to as “target liability.” The target
liability is similar to the current liability measure. The PPA is designed to fund to 100% of target
liability over seven years. Pension plans are restricted with regard to benefit distribution and
amendments improving benefits if certain funding percentage targets are not maintained. Prior funding
methodologies selected for the long-term are eliminated under the new law. The anticipated effect of
the PPA is to accelerate the funding of all pension plans.
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The maximum deductible limitation has evolved over time as well. Originally the deductible limit was
based on a shorter amortization period than the MRC resulting in a relatively narrow range of
contributions. In addition, the funding rules include a concept of full funding limitation when assets
exceed accrued liabilities (calculated under selected funding methodology) to limit the deductible
contribution. However, a special deductible limit was added to permit 100% funding of current
liability. The PPA increases this limit to 150% of the current liability plus the value of the impact of
anticipated salary increases on accrued pension benefits.

Understanding Pension Funding Rules

In order to better secure pension benefits for employees, ERISA requires tax-qualified defined benefit
plans to prefund pension commitments through an irrevocable trust. In addition, ERISA established
the Pension Benefit Guaranty Corporation (PBGC) to support pension promises in case of a plan’s
insolvency.

To protect the interest of the PBGC, additional funding requirements were added in 1987 by the
Omnibus Budget Reconciliation Act of 1987 (OBRA *87) and again by the Retirement Protection Act
of 1994 (RPA '94). Other changes and adjustments to the original funding rules have occurred over
the years, the latest resulting from the Pension Protection Act of 2006 (PPA) which is an overhaul of
the funding rules effective in 2008. Although details and interpretations of the new law are not yet
available, this paper will present our current understanding of how the new rules will work.

The ultimate cost of a pension plan is the benefits paid plus expenses less investment eamings on
contributions to the trust. IRS rules and regulations assign funding obligations to specific time periods.
As the new funding rules of the PPA take effect January 1, 2008, this paper will focus on those rules
rather then the pre-2008 rules currently in effect. The scope of this paper is not to make the reader an
expert on pension funding rules, but rather provide a general background to assist in the understanding
of funding levels required of pension plans.

An annual valuation is required to be performed by an enrolled actuary each year to develop a range of
allowable contributions to a pension plan. In addition, the PPA requires the actuary to certify the
funded status of a pension arrangement early in the year to determine if any restrictions will apply to
the plan with regard to benefit payments or amendments improving benefits. A minimum contribution
requirement is determined at a level intended to keep the plan solvent to protect participants and limit
the PBGC’s exposure to risk. A maximum deductible limit is included to prevent abuse of qualified
tax advantages.

If the employer contributes less than the minimum required contribution for the year then a funding
deficiency will exist and the plan sponsor is subject to a 10% excise tax applied to the deficiency. The
excise tax increases to 100% if the deficiency is not corrected in a specified time period after the
government informs the plan sponsor.

The maximum deductible limitation is important as the plan sponsor can make payments in a particular
year and deduct the entire amount when determining corporate income tax. If the sponsor exceeds the
deductible limit the deduction is not loss, but is deferred to a future year. However, contributions
greater than the maximum tax deductible amount may be subject to a 10% excise tax.
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Funding Rules under the PPA

Pension benefits accrue as defined by the plan document defining the benefit. The valuation helps
determine an orderly funding progression for benefits accrued under the plan. For funding purposes,
the valuation considers the value of benefits accrued as of the valuation date and benefits expected to
accrue during the year. The liability associated with benefits accrued as of the valuation date will be
referred to as the funding target liability. This is the value of the benefit based on service and pay up to
the valuation date.

The funding target liability is based on a projected cash flow of accrued benefits discounted in
accordance with a yield curve assumption mandated by the IRS. The cash flow projection reflects
mandated mortality assumptions as well as other assumptions selected by the actuary to reflect the
design of the plan and anticipated demographic experience of the covered participants. The excess of
the funding target liability over plan assets is funded through a seven-year amortization.

In addition to the amortization of unfunded target liability the plan sponsor must contribute the value of
benefits expected to accumulate during the valuation year. This accumulation reflects both the impact
of an additional year of service plus the impact of current year’s salary on past service benefits. This is
the target liability normal cost. The sum of the amortization and the normal cost is the minimum
required contribution.

The maximum deductible contribution is based on the relationship between assets and the sum of 150%
of target liability, normal cost, and impact of anticipated salary increases. The maximum deductible
limit is perceived to be well in excess of an amount needed to secure pension benefits; i.e., using the
maximum deductible as a funding policy would be expected to generate pension surpluses that could
not be accessed for more efficient uses by the plan spensor.
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Appendix C
Comparison of Contributions
~=1: HECO / Minimum Baseline
=0=2: HECO / NPPC Baseline
900
80.0
700
800
50.0
w0
300
/\
100 Comm ——
oo o
. 2007 2008 2009 2010 oaon M2 2013 2014 2015 2018
Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1: HECO / Minimum 00 00 00 160 284 196 133 138 147 153
2: HECO / NPPC Bas 184 156 140 127 112 108 105 107 105 103

Comparison of Pension Expense

=om==1: HECQO / Minimum Baseline

wp=2- HECO / NPPC Baseline

100 M — o -

oc

2007 2008 2000 2010 2011 2012 2013 2014 2015 018
Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

1: HECO / Minimum 184 161 160 160 143 129 125 133 131 128
2: HECO / NPPC Bas 184 156 140 127 112 108 105 107 1085 103
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Appendix C
Comparison of Contributions
=>==1: HELCO / Minimum Baseline
=0=2: HELCO / NPPC Baseline
0.0
80.0
700
80.0
500
400 ;
30.0
200
100
0o —— O —— — 0. 0
2007 2008 2008 2010 2011 2012 2013 2014 2015 2018
Graph Dats Values 2007 2008 2009 2010 2011 2012 2003 2014 2015 2016
1: HELCO / Minimum 0.0 0.0 0.0 0.0 45 64 6.1 2.2 26 26
1: HELCO / NPPC Ba 3 29 26 2.4 21 2.0 20 20 20 2.0
Comparison of Pension Expense
==1. HELCO / Minimum Baseline
=0=2: HELCO / NPPC Baseline
90.0
80.0
100
800
50.0
400
3.0
200
100
0.0 D—C) S J— o
2007 2008 2000 2010 2011 2012 2012 2014 2015 2018
Graph Data Values 2007 2008 2009 2010 ZOI‘I 2012 2013 2014 2015 2016
1: HELCO / Minimum 3.5 3.0 30 30 .30 28 24 22 22 23
2: HI?_.LCO / NPPC Ba s 29 25 24 2.1 2.0 2.0 20 20 20

Page 39 of 78




1
Attachment 2
Page 43 of 68
Appendix C
Comparison of Contributions
===1: MECO / Minimum Baseline
=0=2: MECO / NPPC Baseline
200
800
700
80.0
500
400
300
200
10.0
00 D——D—?Q— O P —————)
2007 2008 2009 2010 2011 2012 2013 2014 2015 2018
Graph Dats Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1: MECO / Mirimum 00 00 10 66 64 S8 31 30 31 32
2: MECO / NPPC Bas 39 35 32 30 27 26 24 30 30 32
Comparison of Pension Expense
=o=1: MECO / Minimum Baseline
=0=2: MECO / NPPC Baseline
900
800
700
600
50.0
4“0
300
200
100
00 o= O a
2007 2008 2000 2010 201 2012 2013 2014 2015 2018
Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1: MECO / Minlmum 39 36 36 35 31 26 24 25 24 24
2: MECO / NPPC Bas 39 35 32 30 27 25 24 23 24 24
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Appendix C
Comparison of Contributions
=o=1: HECCO / Minimum Less Favorable
=0=2: HECO / NPPC Less Favorable
90.0
80.0
700
800
500
/S~ N
300 / / .Y
0.0 = e . — — o
10.0 /
00 /
2007 2008 2000 2010 2011 2012 2013 2014 2015 2018
Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1: HECO / Minlmum Less Favorable 00 00 124 434 449 463 476 490 504 268
2: HECO / NPPC Lexs Favorable 228 203 191 189 190 255 485 500 5S4 526
Comparison of Pension Expense
=c=1. HECO / Minimum Less Favorable
=0=2: HECO / NPPC Less Favorable
00.0
80.0
70.0
80.0
500 :
400
300
200 M—
10.0
00
2007 2008 2000 2010 2011 2012 2013 2014 2015 2018
Graph Data Values 2007 2008 2009 2010 2011 2002 2013 2014 2015 2016
1: HECO / Minimum Less Favorable 228 208 216 218 197 190 182 17.7 167 16l
2: HECO / NPPC Less Favorable 228 203 190 189 190 197 197 193 183 171
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Appendix C
Comparison of Contributions
=o=1: HELCO / Minimum Less Favorable
=0=2: HELCO / NPPC Less Favorable
90.0
80.0
700
60.0
50.0
40.0
30.0
200
10.0 j ) %—
oo D_o_’é:
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1: HELCO / Minimum Less Favorable 00 00 00 B0 98 100 103 105 107 56
2: HELCO / NPPC Less Favorable 44 39 37 37T 37 40 93 108 10 112
Comparison of Pension Expense
=o=1: HELCO / Minimum Less Favorable
=0=2: HELCO / NPPC Less Favorable
90.0
80.0
700
80.0
50.0
400
30.0
200
100
(= ol
00
2007 2008 2009 2010 2011 2012 2013 2014 2015 2018
Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1: HELCO / Minimum Less Favorable 44 40 42 43 40 38 37 35 33 3l
2: HELCO / NPPC Less Favornble 44 39 37 37 37 40 40 39 37 34
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Comparison of Contributions

==1. MECO / Minimum Less Favorable

=0=2: MECO / NPPC Less Favorable

0.0

2007

Graph Data Valoes

2008 2006 2010 om 2012 2013 2014 2015 2018

2007 2008 2009 20010 2011 2012 2013 2014 2015 2016

I: MECO / Minimum Less Favorable 00 00 82 90 92 94 96 97 57 11
2: MECO / NPPC Less Favorable 49 44 43 42 42 73 99 101 104 106

Comparison of Pension Expense

-1 MECO / Minimu;'n Less Favorable

=0=2: MECO / NPPC Less Favorable

200

10.0

[

00

2007

Graph Data Values

2008 2009 2010 2011 2012 2013 2014 2015 2016
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

1: MECO / Minimum Less Favorable 49 46 4.6 43 39 3.6 33 32 30 33
2: MECO / NPPC Less Favorable 49 44 43 42 42 41 39 38 35 33
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Appendix C

Comparison of Contributions

== HECO / Minimum More Favorable

=0=2: HECO / NPPC More Favorable

700

50.0

100 —— = S

- G e——— —
—C ﬂ
0.0

2007 2006 2008 2010 2011 2012 2012 204 2015 2016
Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1: HECO / Minimum More Favorable 0.0 0.0 00 00 00 0.0 0.0 42 83 89
2: HECO / NPPC More Favorable 143 117 101 86 69 65 63 65 62 58

Comparison of Pension Expense

=—c=1: HECO / Minimum More Favorable
=0=2: HECO / NPPC More Favorable

100 b%;
—)

0.0

2007 2008 2009 2010 2011 2012 2013 2014 2015 2018

Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

I: HECO / Minimum More Fovorable 143 121 1.7 112 106 112 120 133 141 145
2: HECO / NPPC More Favorable 143 117 101 86 69 65 63 65 62 58
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Appendix C
Comparison of Contributions
—o=1. HELCO / Minimum More Favorable
=0=2: HELCO / NPPC More Favorable
00.0
800
700
800
50.0
400
00
200
10.0
00 L O ———— e J—)
2007 2008 2008 2010 2011 2012 2013 2014 M5 2018
Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1: HELCO / Minimum More Favorable 00 00 00 00 00 00 00 10 13 14
2: HELCO / NPPC More Favorable 27 2t 18 16 13 12 12 13 12 1
Comparison of Pension Expense
=o=1: HELCO / Minimum More Favorable
=0=2: HELCO / NPPC More Favorable
90.0
80.0
T0.0
80.0
50.0
400
300
200
100
00 —0O= e e————— ) |
2007 2008 2009 2010 2011 2012 2013 2014 2015 2018
Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
I HELCO / Minimum More Favorable 27 022 21 21 19 21 i3 25 6 27
2: HELCO / NPPC More Favorable 27 21 18 16 13 12 12 13 12 Ll
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Comparison of Contributions
==1: MECO / Minimum More Favorable
=0=2: MECO / NPPC More Favorable
[ —C) e —— a
2007 2008 2008 2010 2011 2012 2013 2014 2015 20168

Graph Data Values

1: MECO / Minimum More Favorable
1: MECO / NPPC More Favorable

90.0

80.0

70.0

800

50.0

100

0.0

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

00 00 00 26 21 20 20 19 20 20
30 26 24 22 21 2.0 1.9 1.9 1.8 1.8

Comparison of Pension Expense

=== 1. MECO / Minimum More Favorable
=C=2- MECO / NPPC More Favorable

v

[ —

" P S J—)

2007 2008

Graph Data Values

t: MECO / Minimum More Favorable
2: MECO / NPPC More Favorable

2009 2010 m 2012 2013 2014 2015 2018

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

e 27 27 27 27 28 27 28 28 29
30 26 24 22 21 20 19 19 1.8 1.8
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Appendix C
Comparison of _ ASSETS / PBO
B 1: HECO / Minimum Baseline
W2: HECO / NPPC Baseline
1200
100.0
80.0
60.0
40.0
200
0.0
2007 2008 2008 2010 2011 2012 2013 2014 2015 2016
Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1: HECO / Minimum 90.1 890 879 8.7 877 92 916 922 927 932
2: HECO / NPPC Bas 90.1 918 929 938 945 950 953 957 960 963

Page 47 of 78

L



Attachment 2
Page 51 of 68

Appendix C
Comparison of _ ASSETS / PBO
B 1: HELCO / Minimum Baseline
H2: HELCO / NPPC Baseline
120.0
100.0
80.0
60.0
400
200
0.0
2007 2008 2000 2010 2011 2012 2013 2014 2015 2016
Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1: HELCO / Minimum 904 894 883 872 860 877 905 932 935 940
2: HELCO / NPPC Ba 904 920 931 939 945 949 952 954 957 959
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Appendix C
Comparison of _ ASSETS / PBO
H1: MECO / Minimum Baseline
W 2. MECO / NPPC Baseline
1200
100.0
80.0
€0.0
400
200
0.0
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1: MECO / Minimum 871 854 838 829 861 891 917 925 931 937
2: MECO / NPPC Bas 871 888 899 907 914 918 922 925 932 937
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Appendix C
Comparison of _ ASSETS / PBO
B 1: HECO / Minimum Less Favorable
B2 HECO / NPPC Less Favorable
120.0
100.0
80.0
60.0
40.0 1
200
0.0
2007 2008 2000 2010 2011 2012 2013 2014 2015 2016
Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1: HECO / Minimum Less Favorable 844 814 783 769 792 817 841 866 890 0914
2: HECO / NPPC Less Favorable 844 846 843 837 830 822 822 847 872 897
Comparison of _ ASSETS / PBO
B 1: HECO / Minimum More Favorable
W2: HECO / NPPC More Favorable
1200
1000
80.0
60.0
400
200
0.0
2007 2008 2000 2010 201 2012 2013 2014 2015 2016
Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1: HECO / Minimum More Favorable 959 957 954 952 948 945 941 938 939 944
2: HECO / NPPC More Favorable 959 980 996 1009 102.1 1030 1039 1048 1057 1066
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Appendix C
Comparison of _ ASSETS / PBO
B 1: HELCO / Minimum Less Favorable
HM2: HELCO / NPPC Less Favorable
120.0
100.0
B0.0
60.0
40.0
20.0
0.0
2007 2008 2000 2010 2011 2012 2013 2014 2015 2016
Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1: HELCO / Minimum Less Favorable 845 816 787 756 717 807 836 864 892 919
2: HELCO / NPPC Less Favorable 845 848 844 838 831 823 815 B840 869 896
Comparison of _ ASSETS / PBO
B1: HELCO / Minimum More Favorable
W2: HELCO / NPPC More Favorable
120.0
100.0
80.0
60.0
40.0
200
0.0
2007 2008 2000 2010 201 2012 2013 2014 2015 2018
Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1: HELCO / Minimum More Favorable 964 962 960 957 954 951 948 945 948 952
2: HELCO / NPPC More Favorable 964 984 998 101.0 1020 1028 103.6 1045 1053 1062
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Appendix C
Comparison of _ ASSETS / PBO
M 1: MECO / Minimum Less Favorable
M2: MECO / NPPC Less Favorable
120.0
100.0
80.0
60.0
40.0
200
0.0
2007 2008 2000 2010 2011 2012 2013 2014 2015 2016
Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1: MECO / Minimum Less Favorable 812 778 745 771 801 830 858 884 910 912
2: MECO / NPPC Less Favorable 812 817 816 813 808 802 816 844 872 899
Comparison of _ ASSETS / PBO
M 1: MECO / Minimum More Favorable
W2: MECO / NPPC More Favorable
120.0
100.0
80.0
60.0
40.0
200
0.0
2007 2008 2009 2010 2011 2012 2013 2014 2015 2018
Graph Data Values 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
1: MECO / Minimum More Favorable 931 922 913 904 916 924 930 937 943 949
2: MECO / NPPC More Favorable 931 950 963 974 984 993 1002 101.1 102.1 103.0
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Pension Protection Act Retirement Plan for Employees of
Pension Funding Hawaiian Electric Industries, Inc. and
Participating Subsidiaries

May, 2007

|\
oo b

= Pension Protection Act - Overview
® Funding Reform
— Summary - new concepts and methodology
— At risk plans
— Benefit restrictions
— Actuarial Certifications
~Maximum deductible
— Next steps — short term funding considerations
= Other Issues
— PBGC Variable Premiums
— Disclosure Requirements
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Pension Protection Act

Qverview

® Pension Protection Act of 2006 (H.R.4)
~ Approved by House on July 28
— Approved by Senate on August 3
— Signed by President Bush on August 17
= Major changes:
~ Legacy funding methods gone
— Funding to target liability
— Benefit payouts, plan improvements subject to funded
percentage
— Additional disclosure requirements

= Most provisions — especially defined benefit provisions —
effective for 2008 plan year

W

Pension Protection Act

Changes in Philosophy

Long-term focus on DB Short-term focus on DB
funding patterns funding patterns
Limited disclosure Rigorous disclosure
requirements requirements

PBGC financial distress - Enhanced PBGC
Benefit rules that ey

don't reflect evolving Benefit rules that

plan design better reflect evolving
Limited benefit ple Sonigns; e
restrictions hybrid plans
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Pension Protection Act

Broad Implications

There are new rules effective 2008 for...

= Single-Employer Plans = Hybrid Pension Plans
~ Funding targets = Defined Contribution Plans
— Contribution requirements = Multiemployer Plans
- Valuation requirements
— Credit balances
- PBGC premiums
~ Benefit limitations
— Disclosures

The biggest change to retirement plans since
ERISA was enacted in 1974

Pension Protection Act

Strategies for Responding

Four variables influence the cost of a
pension plan and its funded status
— Funding policy
» How much, when?
- Plan design
= How much in benefits?
— Asset allocation
» How much investment income?

— Actuarial assumptions and methods
* Impact incidence of plan's cost

With funding reform mandating some actuarial
assumptions and methods, plan sponsors will have

three major levers to employ




Summary - New Concepts and Methodology

Simplified Definition of Liabilities
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Purpose
Maximum
Minimum Current Liability
Old Rules
4010 Report PBGC Liability
Variable rate
premium
ALL Target Liability New Rules

W

Summary - New Concepts and Methodology 1 aiyct

Liability and Normal Cost

<. Mortality

Benefits ;
» Funding target reflects

= Specified table

benefits eamed today . (significant
(arent Hobiiy-ywe) Funding Target o)

. Tm mmag o?m and Target . L.bm: ,:::t. may
re va al C able to use
benefits eamed this Norm ost their own

year

Discountrate >

= Three-segment yield curve
= Based on corporate * Administrative loads
bond rale = Five-year smoothing with regular
= Treasury will issue funding target
= Some one-time elections needed = Will impact underfunded plans
(<80% funded)

\\'&
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I
Summary - New Concepts and Methodology

Minimum Contribution Highlights - Underfunded Plans

= Target Liability (TL)
_ — Measured using prescribed assumptions
} Funding ~ If plan at-risk, may be subject to additional

Shortfall *load” and conservative assumptions
($12.4M) = Actuarial Value of Assets (AVA)
~ Usually must reduce for credit balance
- Fair Values may be averaged up to 24
months

» Credit Balance (CB)
- May use to reduce contributions if sufficiently
funded
~ Preferential treatment of pre-2008 balance vs.
post-2007

($ in Millions)

sy e 8 ~ May trade-in (convert to Adjusted Assets)

Credit Balance = Improve funded status

Total assets: $35.0M » Reduce ability for funding holidays in
future

Summary - New Concepts and Methodology

Minimum Contribution Highlights - Underfunded Plans

Effective 2008

Amortize $12.4M shortfall
over seven years Minimum
: contribution
is $5M prior
to credit
balance

$0.9

$2.0

($ in Millions)

B Normal Cost
B Amortization of Shortfall

Minimum contribution =
normal cost plus
™ Target Liability seven year amortization

Generally can use $0.9M
credit balance to
reduce contributions
(or save for a rainy day)
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Summary - New Concepts and Methodology '

Minimum Contribution Highlights - Overfunded Plans

Effective 2008

Minimum is
Excess assets of $3.5M; $1.5M mb

no funding shortfall . credit balance

i

($ in Millions)

W Normal Cost
M Excess Assets

Minimum contribution =
normal cost plus
seven year amortization
less excess assets

® Target Liability
| Adjusted Assets

Credit Balance Generally can use $0.9M

credit balance to
reduce contributions
(or save for a rainy day)

Summary - New Concepts and Methodology

Special Funding Rule

» No amortization of funding shortfall if ::nmlﬂ:
funding thresholds are met Year Funding %

= To use for later transition years, 2007 90%
must meet funding threshold in
all preceding yeargs zx ::

» Similar rule for benefit restriction tests 1D o

» Funding policy for 2006 should 2011 100%
consider meeting the requirements for

this rule

Important rule for relatively well-funded plans with large
credit balances
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Summary - New Concepts and Methodology

New Funding Rules - Use of Credit Balance

= Credit balance is the sum of:
— Carryover Account (pre 2008)
- Prefunding Balance (post 2007)
= Adjust annually for actual investment gains/losses
= Plans funded to at least 80% of TL in prior plan year

(after subtracting Prefunding Balance) can elect to
use CB to reduce contribution requirements

Summary - New Concepts and Methodology

Use of Credit Balance - Minimum Contribution Calculations

B T R TR Rt
Exclude
Determination if minimum contribution is due . —
Determination if no new base is established No Yﬂ,"'u“““ﬂto
Determination if plan permitted to “wipe out” prior 2% =
bases
Determination of Funding Shortfall for establishing
new base iy o
Determination if 80% funded (prior year) and
therefore, allowed to use credit balance to reduce Ne 2
minimum contribution

New rules limit the “credit” employers will get for
contributions in excess of the minimum required amount
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Summary - New Concepts and Methodology

Use of Credit Balance - Other Calculations and Determinations

Exclude from Asset Value

Maximum deductible contribution calculation No No
Determination of at-risk status Yes Yes
Determination of whether plan is 100% funded for

purposes of benefit restrictions (% subject o No No
transition)

Determination of applicable benefit restrictions Yes Yes
Determination of “excess assets” for transfer to retiree Yes Yes
health benefit plan

At-Risk Plans

Determination and Implications

Plan deemed at-risk if it fails to meet certain funding thresholds
(with credit balances subtracted) in the prior year
— < 80% funded on regular funding target, AND
~ < 70% funded on at-risk funding target
u Implications of being at-risk
~ Increases funding target liability to reflect early retirement
subsidies
— Additional load added to funding target if deemed at-risk for
multiple years
~ Restrict fum_iingpor reserving of assets for Nonqualified Deferred
Compensation Plans
- Plans deemed at-risk do not necessarily have benefit restrictions
~ Variable rate premiums

Plans with large credit balances and generous early retirement
subsidies may be surprised to learn they are at-risk
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At-Risk Plans

At-Risk Liability Calculation

Additional Workers eligible to retire in the next | Workers eligible to retire in the next
Assumptions 10 years(") will elect to: 10 years™ will elect to:
* Retire as early as possible » Retire as early as possible
* In form most expensive to plan * In form most expensive to plan
sponsor sponsor
LOldil'lﬂ + $700 per participant
Factor® +4.0% of ARTL ko
Minimum .
A nt Target Liability Target Normal Cost

(1) Optional auto companies and suppliers: Exclude anyone offered but not
accepting early retirement in 2006

IZI If at-risk in two of last four in im

At Risk Plans

Funding At-Risk Plans

Assuming Fully Phased-in

Amortize $17M funding

shortfall over seven years .
. Minimum

| T
. ; is $OM

($ in Millions)

W Amortization of Funding Shortfall
W Al-Risk Normal Cost

Minimum contribution =
normal cost plus

W “Regular” Funding Target seven year amortization
Adjusted Assets of funding shortfail
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Benefit Restrictions

Qualified Plan Benefits

Funded Status

>80% OR * No restrictions
> 100% (phased-in) without reducing assets for
credit balance
60-80% * No benefit increases
Limitations on lump-sum payments
< 80% funded = No benefit increases
* No lump sums
Benefit accruals frozen
Shut-down benefits frozen
< 100% AND sponsor is bankrupt = No lump sums

Presumption of 10% Reduction in Funded Status Unless
Actuary Certifies Before Beginning of 4® Month

Presumption of < 60% Funded Unless Actuary Certifies Before
Beginning of 10™ Month

Administrative complexities may present
reasons to target 100% funding

Benefit Restrictions

Qualified Plan Benefits

é Prglgumpﬁm of continued underfunding after beginning of plan
year:
— Plan subject to restriction in prior year: Until enrolled actuary
certifies the funded percentage for the plan year
~ Plan within 10 percentage points of restriction: Presumed drop
of 10 percentage points after three months unless enrolled
actuary certified the actual funded percentage
— No certification after 10 months: Plan conclusively presumed to
be less than 60% funded
» Mandatory waiver of credit balances:
— Lump-sum distributions: All plans, if credit balance sufficient to
avoid restriction
— Other restrictions: Only collectively bargained plans, if credit
balance sufficient to avoid restrictions

' Also: May make contributions, provide security to avoid benefit
limitations

w
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Maximum Deductible Contributions

Transition Years (2006 and 2007)

= 150% of current liability

minus assets (140% for $1,600
multiemployer plans) $1,400
= Contributions toward 25% @ $1.200
of pay aggregate limit will s $1,000 -
not include | %0
T £ $800
~ DC contributions e 00
(up to 6% of pay) $200
-~ Multiemployer DB $0 v
contributions Current Rules New Rules

(2 AVA B Unfunded CL ® Additional Deduction |

Note: llustrative change in unfunded CL from curment rules
to new rules reflect impact of extension of interest
rate relief (change from 30-year Treasury to
corporate bond yield).

Maximum Deductible Contributions
Post-Transition

»  150% of target liability plus
Cushion m;ggs Asse“&pl
— Cushion: Provision for
future salary, benefit,
and IRC limit increases
»  Multiem, r plans:
140% ar'%o nyg ushion
= Contributions toward 25% of
pa‘:yu gregate limit will not
in

— DC contributions
(up to 6% of pay)

~ Multiemployer DB
contributions

- PBGC-covered single
employer DB 25% Pay
contributions

($ in Millions)

Current Rules New Rules
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Next Steps

Short-Term Funding Considerations

= Contribute minimum required » Minimize short-term cash outiays
= 100% funding target in 2008 » Must fund towards 100% target liability in 2008

= Avoid variable rate premiums in 2006 and 2007
# Must fund towards 100% target liability in 2008

« Increase credit balance and funding flexibility
= Eligible for phase-ins in 2008

» Avoid variable rate premiums in 2006 and 2007
» Maximize tax deductions

» Lower P&L

= Increase credit balance and funding flexibility

» Eliminate variable rate premiums
» 100% funding target in 2008

« Target 90% funded status for 2007
= 92% funding target in 2008

= Contribute maximum deductible
contribution in 2006 and 2007

113

PBGC Variable-Rate Premiums

B

All plans less than 100% funded would be affected
— No other exemptions — no full funding limitation exemption

— Determine using funding target and fair market value of
plan assets

— Based on unfunded vested benefits ($9 per $1,000 —
same as prior law) measured using three-segment
corporate bond yield without 24-month smoothing

Termination premiums for plans that undergo distress or
involuntary terminations is permanent

Interest credited on premium overpayments

-3

a
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Disclosures

Annual Funding Notice and Annual Report

= Annual Funding Notice (replaces Summary Annual
Report and 4011 Participant Notices)
— Effective in 2008
— Due 120 days after end of plan year
- To PBGC, participants, beneficiaries, unions and (for
multiemployer plans) contributing employers
— General content: Funded status, funding policy, asset
allocation
® Annual Report Form 5500
— New information required
— Employers and DOL must provide electronically

Disclosures

Additional Patrticipant Notices (Effective 2008)
f ( -

» Notice of Intent to Terminate must be provided to
participants
= Periodic benefit statements
— Every three years (or upon request), or
— Notify participants annually how to request information

— Include benefits accrued, benefits vested, offsets, other
information

- Effective for plan years beginning in 2007 (later for
collectively bargained plans)
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Hawaiian Electric Company, Inc.
Supplemental Supporting Documentation for the Pension Funding Study

Hawaiian Electric Company, Inc., Hawaii Electric Light Company, Inc., and Maui
Electric Company, Limited (“HECO”, “HELCO”, and “MECO”, respectively, or
collectively referred to as “the Companies”) provide pension benefits to certain of their
current and former employees by participating in the Retirement Plan for Employees of
Hawaiian Electric Industries, Inc. and Participating Subsidiaries (“Pension Plan”). The
Companies retained the services of Watson Wyatt Worldwide to prepare a report
(“Pension Study”) which summarizes complex pension funding rules, discusses pension
funding alternatives, and evaluates the impact of various pension funding alternatives on
stakeholders. This document contains the documentation supporting the revenue
requirements calculations used in the Pension Study.

The major financial assumptions used throughout all analyses are summarized on
the following page. The revenue requirement calculations assume that the pension
tracking mechanism implemented at HELCO is also implemented at HECO and MECO
and assume rate cases in the initial year (2006 for HELCO and 2007 for HECO and
MECO) and every five years thereafter. As a result, the revenue requirements for each
year are the revenue requirements of the most recent rate case test year and do not change
between test years.

Calculations were provided for each of the three companies (HECO, HELCO, and
MECO) and under two funding alternatives for each company:

1. Minimum Required Contribution (“MRC”)
2. Net Periodic Pension Cost (“NPPC”)

There were three scenarios for each of the funding alternatives:

1. Baseline
2. Less Favorable
3. More Favorable

In addition to these eighteen calculations incorporated in the Pension Study, the
Companies prepared two additional sets of illustrations for HECO only. These additional
illustrations assume rate cases every three years and every five years and an amortization
of the current pension asset over a fixed 10 years (rather than over 5 years and adjusting
each rate case on a rolling basis which was used in the HELCO 2006 test year rate case).
These illustrations provide an alternative pension tracking mechanism implementation at
HECO which smoothes the impact on ratepayers while maintaining the basic pension
tracking mechanism design which was implemented at HELCO.




HECO

. NPPC Funding Policy
Baseline Economic Assumptions
Rate Ty Pension TYAmort Jransfemed TolalPension DepExpon Total Pensionin Def Taxon Cum Accum Dep Jotal
Year Descripion _spbeforaTrer InRR foPlant  Exp after Trans pn Trans fo Plam  Expense RB posl afr: lanh Trans to Pla Rate Base  RevR
{P1) (P2} (P3) (P4) (P5) (PB) (P7) (P8) (P9) (P10) (P11) P)
68,260 {28,580) 41,700
Y Initial 18,400 9,972 5,520 22,852 22,852 49,860 (19,400) 5,520 - 35,980 31,087
Year 1 18,400 9,972 5,520 22,852 388 23,220 37,088 (14,431) 11,040 (388) 33,329 31,087
Year 2 18,400 9,972 5.520 22,852 552 23,404 22,716 (8,839) 18,580 (920) 29,517 31,087
Year 3 18,400 9,972 5,520 22,852 736 23,588 7,044 {2,741) 22,080 (1,856) 24,727 31,087
Yeard 18,400 9,972 5,520 22,852 920 23,172 (10,128) 3,841 271,600 (2,576) 18,837 31,087
Y Year§s 5,260 - 1,578 3.682 973 4,855 (27,700) 10,778 29,178 (3,549) 8,707 7,231

Year 6 5,260 -- 1,578 3682 1,025 4,707 (22,480) 8,739 30,756 (4,574) 12,461 7.231
Year7 5,260 - 1,578 3,682 1,078 4,780 (17,020) 6,622 32,34 (5,652) 18,285 7.231
Year 8 5,260 - 1,578 3,682 1,130 4812 (11.780) 4,584 33,012 (8.782) 19,934 7.231
Year 8 5,280 - 1,578 . 3,682 1,183 4,885 {6,740) 2,623 35,490 (7,805) 23,408 7,231
Year 10
Total (Yr 1-10) 118,300 39,888 29,976 109,818 7,965 117,783 160,423
NPV Year 1 84,867 32,308 2231 84,180 4,967 89,147 120,574

(Pt} Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (liabllity) (cols. K + M)

(P2) Initial Ending Prepaid Pension Asset/5

(P3) {P1) * % transferred to plant

(P4) (P1) + (P2) - (P3)

(P5) (PO)30 yr. life of plant

(P8) (P4) + (P5)

(P7) )+ (K} + (M)

{P8) (P8) * composite income tax rate

(P9) prior (P8) + (PB)

{P10) prior (P10} + (P4)

(P11) (P8) + (P7) + (P9) + (P10)

™ (p5)/(1-revenus tax rate) + (J(prior (P11) + (P11))2 * composite cost of caphtal grossed up for taxes)

1€ 30 7 93ed
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Rate Ty Pension ITYAmont Iransfemed Total Pension
Year Description _ombefore Trar . In RR foPlant  Exp after Trang
(P1) (P2} (P3) (P4)

Y Inital 18,400 0,972 5,520 22,852
Year 1 18,400 9,972 5,520 22,852
Year 2 18,400 0,972 5,520 22,852
Year 3 - 18,400 09,972 5,520 22,852
Year 4 18,400 9,972 5,520 22,852

Y Year5 7.300 - 2,190 5,110
Year 6 7,300 - 2,180 5,110
Year 7 7,300 - 2,180 5110
Year 8 7,300 - 2,190 5110
Year 9 7,300 - 2,190 5,110
Year 10
Total (Yr 1-10) 128,500 39,888 33,030 116,958
NPV Year 1 80,024 32,308 23,918 88,115

P1)

(P2) Initlal Ending Prepatd Pension Asset/5
{P3) (P1) * % transferred to plant
(P4) {P1) + (P2) - (P3)

(P5) {P9)30 yr. life of plant

(P8) {P4) + (P5)

(P7) () + (K} + (M)

(P8) {P8) * composite income tax rate
(P9) prior (P8) + (PB)

(P10) prior (P10) + (P4)

(P11) {P8) + (P7) + (PD) + (P10)

(P}

HECO
MRC Funding Pollcy
Baseline Economic Scenarip

Pl

(PS)

Tgtal
Expense
(P8)

22,852
23,220
23,404
23,588
23,772
6,103
6,178
6,249
6,322
8,395

125,229
- 93,241

(P8)
(26.560)
{19,400)
(8,361)
2,679
7.492
7.482
10,885
8,560
8,031
3,152
39

Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (tiabllity) (cols. K + M)

(pSV(1-revenue tax rate) + {[{prior (P11} + (P11))2 * composite cost of capital grossed up for taxes)

; Lol la

5.520
11,040
16,560
22,080
27,600
29,790
31,980
34,170
36,360
38,550

(368)
(920)
(1,858)

. (2,578)
(3.569)
(4.835)
(5.774)
{8.988)
(8.271)

(1 i

41,700
35,980
23.798
11,435

8,860
13,278

9,116
13.805
18,927
24,426
30,218

31,067
31,067
31,067
31,0687
31,067
8,424
8,424
8,424
8,424
8,424

166,388
123,861

1€Jo € 98eq
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Rate

TYPension TYAmon Iransfered Jotal Pension
Year Description _pbeforaTrar o RR to Plent

Y

P2}

9,972
0,972
9,972
9,972
9,972

39,888
32,308

Exp after Trang

(P3) (P4)
5,520 22,852
5,520 22,852
5,520 22,852
5,520 22,852
5,520 22,852
8,556 15,302
8,558 15,302
8,558 15,302
8,558 15,302
8,558 15,302
54,870 167,918
35,954 116,199

(P1}

Initial 18,400
Year 1 18,400
Year 2 18,400
Year 3 18,400
Year 4 18,400
Yaar 5 21,880
Year6 21,880
Year 7 21,860
Year 8 21,860
Year 9 21,860
Year 10
Total (Yr 1-10) 201,300
NPV Year 1 126,832

(P1}

(P2}

(P3)

(P4)

(PS)

(P8)

(P7)

(P8)

(P)

(P10)

P11)

(P)

HECO
NPPC Funding Policy
Less Favorable Economic Scenario

Dep Exp on Total Pension in
Plam  Expenge R8
(P5) (P8) (P7)
68,260
22,852 49,860
388 23,220 41,788
552 23,404 32,516
738 23,588 23,044
920 23,772 13,672
1,139 16,441 0,800
1,357 16,659 37,440
1,576 16,878 65,580
1.794 17,006 5,120
2,013 17.315 125,880
10,455 178,373
8,261 122,460

m TE! on
jon_n RE
(P8)
(28,580)
{19.400)
{16,260)
*(12,852)
(8.966)
(5.320)
(4.202)
(14,568)
(25.517)
(37.011)
(48.972)

Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg agsat (llability) (cols. K + M)
Initia) Ending Prepaid Pension Asset/5

(P1) * % transfarred to ptant
(P1) + (P2) - (P3)

(P8Y30 yr. life of plant

(P4) + (PS)

)+ (K)+ (M)

(P8) * composite income iax rate
prior (P8) + (PB)

prior (P10) + (P4)

(P8} + (P7) + (P9) + (P10)

(p5¥(1-revenue tax rate} + {[(prtor (P11) + (P11)}/2 * composiie cost of capital grossed up for taxes)

Cum Accum Dep Yotal
ns

(P9)

5,520
14,040
16,5680
22,080
27,600
34,158
40,718
47,274
53,832
60,390

(P10)

(388)
(920)
(1,656)
(2,578)
(3,715)
(5.072)
(6,648)
(8.442)
(10,455)

P11)
41,700
35,880
38,200
35,504

- 34,502

33,376
37.041
58,518
80,688
103,409
126,823

Rev

)

31,087
31,087
-31.087

" 31.087

31,087
23471
23,471
23471
23,471
23,471

241823
185323

1€J0 ¢ 988d
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Rate

Year Description _xpbeforeTrar InRR fo Plant

I Pension

Y

Initiat
Year 1
Year 2
Year 3
Yoar 4
Year 5
Year 6
Year 7
Year 8
Year 9
Year 10

Total (Yr 1-10)
NPV Year 1

P

18,400
18,400
18,400
18,400
18,400
30,000
30,000
30,000
30,000
30,000

242,000
147,410

(P1)
(P2)
(P3)
(P4)
(P5)
(P6)
(P7)
(P8)
(P9)
(P10)
(P11}
P)

I¥Amort JTmnsfored TotalPension DepExpon

(P2) P3)
9,972 5,520
8,872 5,520
8,972 5.520
9,872 5,520
9,972 5,520

- 9,000
- 9,000
- 9,000
- 9,000
- 8,000

39,888 67,080
32,306 42,683

(P4)

22,852
22,852
22,852
22,852
22,852
21,000
21,000
21,000
21,000
21,000

196,408
131,900

Pension in
RB
®7

68.260
49,880
21,488
5516
20,544
37,072
55,000
72,600
91,600
112,000
108,800

HECO
MRC Funding Policy
Less Favorable Economic Scenario
} Iotal
Exp after Trans »n Trans fo Pla ~ Expensa
(P5) (P8)

22,852
368 23,220
552 23,404
738 23,588
920 23,112
1,220 22,220
1,520 22,520
1,820 22,820
2,120 23,120
2,420 23,420
11,676 208,084
6,895 138,795

DefTaxon  Cum  AccumDep  Total
Penslon in RETrans to Planh Trans o Pla_Rale Base RevReq

(P8}
(26,560)
{19,400)
(8.381)
(2.148)
(7.804)
(14,425)
{21,400)
(28,248)
(35.841)
(43,579)
(42,334)

Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (llability) (cols. K + M)
Initial Ending Prepaid Pension Assat/5

(P1) * % fransferred to pfant
(P1) + (P2) - (P3)

(PBY30 yr. life of plant

(P4) + (P5)

(1) + {K) + (M)

(P8) * composite Income tax rate
prior (PB) + {P8)

prior (P10) + (P4)

(P8) + (P7) + (P9) + (P10)

(pSY(1-+evenue tax rate) + {[(prior (P11) + (P11))/2 * composita cost of capital grossed up for taxes}

P9)

5.520
11,040

16,560

22,080

(P10}

(368)
(920)

" (1,856)
(2,576)
(3.796)
(5.318)
(7.138)
(0.256)
{11,876)

P11)
41,700
35,980
23,700
19,010
32,074
47,671
88,404
84,638

103,423

122,765

127,380

P)

31,087
31,087
31,087
31,087
31,087
33.178
33,178
33.178
33,178
33.178

290,158
192,071

1€Jo ¢ a8ed
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Rate

Year Description

I¥Pension TYAmod Transfemed Iotal Pension

Y

Initial

Year 1
Year 2
Year 3

Year 4

Year 5
Year 6
Year7
Year 8
Year 9
Year 10

Total (Yr 1-10)
NPV Year 1

P

(P1)
(P2)
{P3)
(P4)
{P5)
(P8B)
(PT)
{P8)
{P8)
(P10)
(P11)
(P)

18,400
18,400
18,400
18,400
18,400

92,000
71,570

(P2) L)
9,972 5.520
9,972 5,520
9,072 5,520
9,972 5.520
9,972 5,520

39,888 22,080
32,308 17,883

(P4)

22,852
22,852
22,852
22,892
22,852

91,408
74,034

HECO
NPPC Funding Policy

More Favorable Economic Scenario

Dep Expon

pbeforeTrar  InRR foPlant  Exp after Trans »n Trang Ig Plant

(P5)

Iotal Pensionin Def Tax on Cum
Expense RB nsion la
(P8) P7) (P8) (P9)
68,260 (26,580)
22,852 49,860 ($9.400) 5,520
23,220 33,188 (12.913) 11,040
23,404 14,018 (5,804) 18,560
23,588 (4.858) 1,889 22,080
23,772 (26,328) 10,244 27,800
920 (48,200) 18,755 27,800
920 (41,200) 16,303 27,600
920 {35.400) 13,774 27,600
920 (29,200) 11,362 27,800
920 (23,400) 9,105 27,600
98,564
© 78,591

Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (llability) (cols. K + M)
Initial Ending Prepaid Pension Asset/5

(P1) * % transferred to plant
(P1)+ (P2) - (P3)

{PBY30 yr. life of plant

(P4) + (P5)

() + (K) + (M)

(P8) * composite income tax rate
prior (P9) + (P8)

prior (P10) + (P4)

(P8) + (P7) + (P8) + (P10)

(p5Y(1-revenue tax rate) + {[(prior (P11) + (P11))/2 * compasite cost of capiial grossed up for taxas}-

Aggum Dep
i)
(P10)

(368)

(820)
(1,858)
(2.578)
(3.498)
(4.418)
(5,338)
(6.256)
(7.176)

Tolal

(P11)
41,700
35,980
30,047
24,752
17,457

8,940
(5.341)

Rev R
P

31,087
31,087
31,087
31.087
31,087
1,287
1,287
1.287
1,287
1,287

130,703
104,195

- [€Jo 9 a8y
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HECO

Eensionin DefTax on

(26,560)

{19,400)

(8,381)
2,679
13,718
24,758
35,797
35,797
34,183
30,933
27.470

MRC Funding Policy
More Favorable Economic Scenario
Rate TY Pension TY Amort Transferred Total Pension Dep Exp on Total
Year Description _xp before Trar  InRR toPlant  Exp afier Trans pn Trans fo Plan  Expenge RB
(P1) (P2) (P3) (P4) (PS) (P8) {F7)
68,260
Y Initial 18,400 9,972 5,520 22,852 22,852 49,860
Year 1 18,400 9.972 5,520 22,852 388 23,220 21,488
Year 2 18,400 9,972 5,520 22,852 552 23,404 (6,884)
Year 3 18,400 9,972 5,520 22,852 738 23,588 (35,258)
Year 4 18,400 9,972 5,520 22 852 920 23,772 (63,628)
Y Year$ - - - - 0920 920 (92,000)
Year 6 - - - - 920 820 (92,000)
Year 7 - - - - 920 920 (87,800)
Year 8 - - - - 920 920 (79,500)
Year 8 - - - - 920 820 (70,800)
Year 10
Total {(¥Yr 1-10) 82,000 39,888 22,080 91,408 7,176 98,584
NPV Year 1 71,570 32,308 17,883 74,034 4,557 - 78,581
(P1) Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (liability) (cols. K + M)
(P2) Initial Ending Prepaid Penslon Asset/S
(P3) {P1) * % transfemred to plant
(P4) (P1) +(P2) - (P3)
(P5) {P9)/30 yr. life of plant
(P8) {P4) + (P5)
(P7) (1) + (K) + (M)
(P8) {P6) * composite income tax rate
(P9) prior (PB) + (P8}
(P10) prior {P10) + (P4}
(P11) {P8) + (P7) + (P9) + (P10)
(P) (p5)/(1-revenue tax rate) + {[(prior (P11) + (P11))/2 * composlte cost of capltal grossed up for. taxes)

(ps)

5,520

11,040
18,560
22,080
27,800
27,800
27,600
27,600
27,800
27,600

(368)

{920)
(1.656)
(2,576)
(3,496)
(4.418)
(5,338)
(8.256)
(7.178)

"1

1)

41,700
35,980
23,799
11,435

- {1.114)

(13,846)
(32.009)
(33.019)
(31,373)
(27.223)
(22.708)

Rav R
1]

31,087
31,087
31,087
31,087
31,087
(2,531)
(2,531)
(2,531)
(2,531)
(2.531)

111,613
93,674

1€ 30 £ 98eg
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Rate
Year Description _xp before Trar inRR to Plant

TY Pension

Y

Initial
Year 1
Year 2
Year 3
Year 4
Year 5
Yoar 6
Year 7
Year B
Year 9
Year 10

Total (Yr 1-1
NPV Year 1

(P1)

PN
(P2)
(P3)
(P4)
(P5)
(P8)
(P7)
(P8)
(P9)
{P10)
{(P11)
(P)

2,744
2,744
2,744
2,744
2,744
2,056
2,056
2,056
2,056
2,056
1,900

25,900
16,607

HELCO
NPPC Funding Policy
Baseline Economic Assumptions

_mmm_uu_ Jotal _Qlli.QanQe_&LOﬂ
20 Trans to Plant g

(P2) (P3) (P4)
2,554 823 4,475
2,554 823 4,475
2,554 823 4,475
2,554 823 4,475
2,554 823 4,475

. 617 1,433
- 617 1,439

- 617 1439

- 617 1,439

- 617 1,439

- 570 1,330
10,216 6,847 26,425
8,274 4,607 19,025

(P5)

5§56

110
137
158
178

219
240
259

1,638
949

Expense
(Pe)

4,475
4,530

4557 .

4,585
4612
1,597
1618
1,638
1.659
1.679
1,589

28,083
19,974

( P7)

15,515

12,771

10,973
8575
5,877
2,979

(219)

(275)
(331)
(387)
(443)
(499)

Pﬂ)

(6.037)
(4,969)
(4.270)

"(3.337)
(2.287)

(1,159)
85

107
129
151
172
194

Last test yaar NPPC (col. E) + 5-Yr amortization of test year ending reg asset {liabllity) {cols. K + M)

Initlal Ending Prepald Pension Asset/5
(P1) * % transfemred to plant
(P1) + (P2) - (P3)

(P9)/30 yr. life of plant

(P4) + (P5)

() +(K)+(M)

(P6) * composite income tax rate

prior {P9) + (P8)

prior (P10) + (P4)

(P8) + (PT) + (P9) + (P10)

{p5)(1-revenue tax rate) + {[(prior {P11) + (P11)}/2 * composite cost of capitat grossed up for taxes}

(Pg)

7200
1,770

(P10)

{55)
(137)
(247)
(384)
(542)
{720)
(919)

(1,139)
(1,379)
(1.638)

P

9,478
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Rate _ TYPensign TYAmort Transferred Total Pension
_Year Description _xp before Trac . [nRR toPlant  Exp after Trans
{P1) (P2) (P3) (P4)

Y Initial 2,744 2,554 823 4,475
Year 1 2,744 2,554 823 4,475

Year 2 2,744 2,554 823 4,475

Year 3 2,744 2.554 823 4,475

Year 4 2,744 2,554 823 4,475

Y VYears 1,156 - 347 809
Year 6 1,156 - 347 809

Yaar 7 1,156 - 347 809

Year 8 1,156 - 347 809

Year 9 1,156 - 347 809

Y Year 10 3.280 - 984 2,296
Total (Yr 1-11 22,780 10,216 8,011 24,241

NPV Year 1 14,867 8,274 4,038

{P1)
(P2)
({P3)
(P4)
(P5)
(P6)
(PT)
{P8)
(P9)
(P10)
(P11)

P

17,697

HELCO
MRC Funding Policy
Baseline Economic Scenario
Dep Exp on Total
Pl Expense
(P5) (P6)
4,475
55 4,530
82 4,557
110 4,585
137 4612
149 858
160 970
172 981
183 993
195 1,004
228 2,524
1471 25,713
866 18,563

Pension In
RB
(P7)
15515
12,
7,473
2175
{3,123)
(8,421)
{9.219}
{3.975)
969
2,013
3457
4,901

Det Taxon Cum Accum Dep Total
Pension in RETrans {o Planhy Trans to Pla Rate Base Rev Req
(P8) (P9) (P10) (P11) [{y)

(6.037) 9,478
(4,969) 823 - 8,625 6,306
(2.908) 1,646 (55) 6,157 6,306
(846) 2,470 (137) 3,661 6,306
1,215 3,293 (247) 1,138 6,306
3277 4,116 (384) (1.413) 6,308
3,587 4,463 (533) {1,702) 811
1,547 4,810 (693) 1,668 811
(3717) 5.156 (865) 4,883 an
(783) 5,503 (1.049) 5,684 811
{1.345) 5,850 (1,244) 6.718 811
(1.907) 6.834 (1.471) 8,357 3932
33,211
24,325

Last test year NPPC {col. E) + 5-Yr amortization of test year ending reg asset (liability) (cols. K + M)
Initial Ending Prepald Pension Asset/5

{P1) * % transferred to plant
{P1) + (P2}-(P3)

{P9Y30 yr. life of plant

(P4} + (P5)

{) + (K) + (M)

{P8) * composite Income tax rate
prior (P9) + (P8)

prior (P10) + (P4)

(P8} + (PT7) + (P9) + (P10)

{p5)/(1-revenue tax rate) + {{(prior (P11) + {P11)}/2 * composite cost of capital grossed up for taxes}
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HELCO
NPPC Funding Policy

L ess Favorable Economic Scenario

Total
Expense
(P8)

4,475
4,530
4,557
4,585
4612
3,571
3619
3.667
3.716
3,764
6,812

43,432
27,758

Bension in
RB
(P7)

15,515
12,774
11,873
10,475
8.877
7219
5,681
4,845
9,809
15,773
21,937
28,301

T

ion in RETral

(P8}
(6.037)
(4,969)
(4.620)
(4.076)
(3.459)
(2.832)
(2,210}
(1.885)
(3,817)
{6,137
(8.536)

(11.012)

Rate TYPension TYAmort Iransferred TotalPension DepExpon
Year Description _xp before Trar . inRR foPlant  Exp after Trans an Trans to Plant
(P1) (F2) (P3) (P4) (P5)
Y Initial 2,744 2,554 823 4,475
Year 1 2,744 2,554 823 4,475 55
Year 2 2.744 2554 823 4,475 82
Year 3 2,744 2,554 823 4475 110
Year 4 2,744 2,554 823 4475 137
Y Year5 4,836 - 1,451 3,385 186
Year 6 4,836 - 1.451 3,385 234
Year 7 4836 - 1,451 3,385 282
Year 8 4,836 - 1.451 3.385 33
Year 9 4,836 - 1,451 3,385 379
Y Year10 9,060 - 2,718 6,342 470
Total (Yr 1-11 48,960 10,216 13,265 41,167 2,265
NPV Year 1 26,410 8274 7,813 26,504 1,255
(P1) Last test yaar NPPC (col. E) + 5-Yr amortization of test year ending reg asset (lability) (cols. K + M)
(P2) Initial Ending Prepald Pension Asset/5
(P3) (P1) * % transferred to plant
(P4) (P1) +(P2)-(P3)
(P5) (P9Y30 yr. life of plant
(P6) (P4) + (P5)
(P7) (1) + (K} + (M)
(P8) (P6) * composite income tax rate
(P9) prior (P8) + (P8)
(P10) prior (P10) + (P4)
{P11) (P6) + (PT) + (P9} + (P10) _ .
(P) {pS)(1-revenue tax rate) + {[(prior (P11) + (P11)}/2 * composite cost of capital grossed up for taxes}

(P9)

823
1,646
2,470
3,293
4116
5,567
7.018
8,468
9,919
11,370
14,088

(P10)

(55)
-(137)
(247)
(384)
(570)
(804)
(1,086)
(1.417)
{1.796)
(2.265)

28,112
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TY Penslon

Transferred  Total Pension

Exp after Trans om Trans {o Plant

(P4)

4,475
4,475
4,475
4475
4,475
33N
3,371
33M1
331
3,31
5978

40,733
26,312

HELCO
MRC Funding Policy
Less Favorable Economic Scenario

Dep Exp on
(PS5}

Total  Pengionin

Expense
(P6)

4,475
4,530
4,557
4,585
4612
3,557
3,605
3653
3,701
3,749
6,441

42,989
27,582

RB
(P7)

15515
12,m
7473
2175

(3,123)

(421)
4,081
9,365
14,849
20,533
26,417
27,201

Def Tax on Cum Accum Dep Total
Penston in RETrans to Plant Trans to Pla_Rate Base Rev.Req
(P8) (P9) (P10) (P11) P
(6.037) 9,478
(4.969) 823 - 8,625 6,306
(2.908) 1,646 (55) 6,157 6,306
(846) 2,470 (137) 3661 6.306
1,215 3,203 (247) 1,138 6,306
164 4,116 (384) 3475 6,306
(1.588) 5,561 (570) 7.484 4,748
(3.644) 7,006 (803) 11,924 4,748
{5,778) 8,450 {1,085) 16,437 4,748
(7.989) 9,895 (1.418) 21.024 4,748
(10,279) 11,340 (1.793) 25,688 4,748
(10,584) 13,902 (2.258) 28263 11,227
60,191
38,255

Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (liability) (cols. K + M)

Rate IY Amort
Year Description _xp before Trar inRR to Plant
(P1) (P2) (P3)

Y Initial 2,744 2.554 823
Year 1 2,744 2,554 823
Year 2 2,744 2,554 823
Year 3 2,744 2,554 823
Year 4 2,744 2,554 823

Y Year5 4,816 - 1,445
Year6 4,816 - 1,445
Year 7 4816 - 1,445
Year 8 4,816 - 1,445
Year 9 4,816 - 1,445

‘Y Year10 8,540 - 2,562
Total {¥r 1-1t 46,340 10,216 13,079
NPV Year 1 26,158 8,274 7,730
(P1)
{P2) Initial Ending Prepaid Pension Asset/5
(P3) (P1) * % transferred to plant
(P4) (P1) + (P2) - (P3)
(P5) {PI)30 yr. fife of plant
(P6) (P4) + (P5)
(PT) () + (K) + (M)
(P8) (P6) * composite income tax rate
(P9) pricr (P9) + (P8)
(P10) prior (P10) + (P4)
(P11) (P6) + (P7) + (P9) + (P10)
(P

(p5)(1-revenus tax rate) + {{(prior (P11) + {P11)}/2* oomposlta cost of capital grossad up for taxes}
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HELCO

NPPC Funding Policy
More Favorable Economic Scenario

Rate TrPension 1YYAmort Iransferred JotalPension DepExpon Total Pensionin Def Tax on Cum Accum Dep Total
Year Description xp before Trar . jn RR foPlani  Exp after Trans pn Trans to Plant  Expense BB  Penglon in RETrans to Planh Trans to Pla_Rate Base Rev Reg
1) {P2) (®3) (P4) (PS) (P8) (P7) (P8} (Pg) {P10) P11) )
15,515 (6.037) 9,478

Y [Initial 2,744 2,554 823 4,475 4475 12,771 {4,969) 823 - 8,625 6,306
Year 1 2,744 2,554 823 4,475 55 4,530 10,173 (3,958) 1,646 (55) 7.806 6,306
Year 2 2,744 2,554 823 4,475 82 4,557 6.975 (2714) - . 2470 (137 6,593 6,306
Year 3 2,744 2554 823 4,475 110 © 4,585 3477 (1,353) 3,293 (247) 5,170 6,306
Year 4 2,744 2554 823 4,475 137 4,612 (221) 86 4,118 (384) 3,597 6,306

Y Year5 456 - 137 319 142 461 (4.219) 1,642 4,253 (526) 1,149 872
Year 6 456 - 137 319 146 465 (3,475) 1,352 4,390 (672) 1,504 872
Year 7 456 - 137 319 151 470 (2.731) 1,063 4,526 (823) 2,035 872
Year 8 456 - 137 319 155 475 (1.887) 734 4,663 (979) 2,532 872
Year 9 456 - 137 319 160 479 (1.143) 445 4,800 (1,139) 2,963 872

Y Year 10 1,000 - 300 700 170 870 (499) 194 5,100 (1.309) 3,487 1,452
Total (Yr 1-1: 17,000 10,216 4,217 20,195 1,309 21,504 31,036
NPV Year 1 12,214

(P1)
(P2)
(P3)
(P4)
(PS)
(P6)
(P7)
(P8)
(P9)
(P10)
(P11)
(P)

8,274 3,1 15,672 787 16,459, 23,446

Last test yaar NPPC (col. E) + 5-Yr amortization of test year ending reg asset (liability) (cols. K + M)
Initial Ending Prepaid Penslon Asset/5

(P1) * % transferred to ptant

(P1) + (P2} - (P3)

(P9)/30 yr. life of ptant

(P4) + (P5)

() +(K) + (M)

(P8) * composite Income tax rate

prior (P9} + (PB)

prior (P10) + {P4)

(P8) + (PT7) + (P9) + (P10)

(p5)/(1-revenue tax rate) + {[(prior (P11) + (P11)}/2 * composite cost of capital grossed up for taxas}
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TY Pension

HELCO
MRC Funding Policy
More Favorable Economic Scenario

Total
Expense
(P8)

4475
4,530
4,557
4,585
4612
137
137
137
137
137
631

19,601
15,443

Penslon in
RB
(P7)
15,515
12,1
1,473
2,175
(3.123)
(8,421)
{13,719)
{13,719)
(13,719)
{12,719)
{11,419)
(10.019)

DefTaxon  Cum  AccumDep  Total

ion i
(P8)
(6.037)
(4,969)
(2.908)
(846)
1,215
32717
5,338
5338
5,338
4,949
4,443
3,898

Rate TY Amort Transfered Total Pension Dep Exp on
Year Description _xpbeforeTrar InRR foPlant  Exp after Trans on Trans to Plant
(P1) (P2) (P3) (P4) (P3)
Y Initial 2.744 2,554 823 4475 '
Year 1 2,744 2,554 823 4,475 55
Year 2 2,744 2,554 823 4,475 82
Year 3 2,744 2,554 823 4,475 110
Year 4 2.744 2,554 823 4,475 137
Y Year5 - . - - 137
Year 6 - - - - 137
Yoar 7 - - - - 137
Year 8 - - - - 137
Year 9 - - - - 137
'Y  Year 10 696 - 209 487 144
Total (Yr 1-1 14,416 10,218 3,502 18,386 1,214
NPV Year 1 10,943 8,274 2,755 14,703 74
(P1) Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (liability) (cols. K + M)
(P2) Initial Ending Prepaid Pension Asset/5
(P3) (P%)* % transferred to plant
(P4) (P1) + (P2)-(P3)
(P5) {PAY30 yr. life of plant
(P6) (P4} + (P5)
(P7) () + (K) + (M)
{P8) (P6) * composite income tax rate
(P2) prior (P9) + (PB)
(P10) prior (P10) + (P4)
(P11) (P6) + (P7) + (P9) + (P10)
(P) {p5)(1+evenue tax rata) + {[(prior (P11) + (P11)}/2* oomposite cost of capitat grossad up for taxes}

(P9)

823
1,646
2,470
3,293
4116
4116
4,116
4,116
4,116
4,116
4,325

(P10)

(55)
(1371
(247)
(384)
(521)
(659)
(796)
(933)

(1.070)
(1.214)

P11)
9,478
8625
6,157
3,661
1,138

(1,413)
(4,788)
(4.924)
(5.081)
(4,587)
(3.930)
(3,010)

Rev Req
(P

6.306
6,306
6,308
6,306
6,306
(32m)
327
(321
(3zn
(327)
158

23,747
19,595
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Rate

Y

TY Pension
Year Description _pbefgre Trar in RR toPlani Exp after Trang
(P1) (P2) (P3)

Initial 3,900 265 1,170
Year 1 3,900 265 1,170
Year 2 3,900 265 1.170
Year 3 3,900 265 1170
Year 4 3,900 265 1170
Year 5 1,600 - 480
Year 6 1,600 - 480
Year 7 1,600 - 480
Year 8 1,600 - 480
Year 9 1,600 - 480
Year 10

Total {Yr 1-10 27,500 1,080 7,080
NPV Yoar 1 19,214 858 5,113

(P1)
(P2)
(P3)
(P4)
(P5)
(P6)
(PT}
(P8}
(P9)
(P10)
(P11)
P

(P4)

2,995
2,995
2,995
2,995
2,995
1,120
1,120
1,120
1,120
1.120

17,580
12,789

MECO
NPPC Funding Policy

Basefine Economic Assumptons

IrAmort Iransferred TotalPension DepExpon
20 Trans to Plan.

(P5)

78
117
156
195
21
227
243
259
275

1,761
1,001

Total
Expense
(P8)

2,995
3,073
3112
315
3,190
1,33
1.347
1,363
1,379
1,395

19,341
" 13,880

Pension in
RB
®7
5,223
1,323
658
(307)
(1.472)
(2.937)
{4,502)
(3.702)
(2.302)
(902)
698

mf Ta; o

(P3)
(2,032)
(515)
(256)
119
573
1143
1,752
1,440

Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (liability} (cols. K + M)
Initial Ending Prepald Pension Asset/5

(P1) * % transferred to plant
(P1) + (P2) - (P3)

(P9)30 yr. life of plant

(P4) + (P5)

(1) +{K) +{M)

(P6) * composite income tax rate
prior {P9) + (P8)

prior (P10) + (P4)

(P8) + (PT7) + (P9) + (P10)

(p5y(1-revenue tax rate) + {I(prior (P11) + (P11))2* composlta cost of capital grossed up for taxes)

(Pg)

1170
2,340
3.510
4,680

5850
6,330
6.810
7,290
7.770
8,250

(P10)

;73)
(195)
(361)

(546)
(757)
(984)
(1.227)
{1.488)
(1.761)

(P11)
3191

1,978
2,664
3127
3,430

3510
2,823
3564
4,657
5,733
6915
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Rate

Y

TY Pension
(P1)
Initia! 3,900
Year 1 3,900
Year 2 3,900
Year 3 3,900
Year 4 3,900
Year S 2,660
Year 6 2,660
Year 7 2,660
Year 8 2,660
Year 9 2,660
Year 10
Total (Yr 1-10 32,800
NPV Year 1 21,894
(P1)

(P2)
(P3)
(P4)
(P5)
(P6)
(P7)
(P8)
(P9}
(P10)
(P11)
(P}

MECO
MRC Funding Policy
Baseline Economic Scenario

TY Amort Transfered Total Pension DepExpon Total Pensionin  Def Tax on
Year Description _xpbefore Jrar InRR foPlant Expafier Transon Trensfo Plan.  Expense RB 2 il

(P2} (P3) (P4) (PS) (P€) (P7) {P8)

5,223 (2,032)

265 1.170 2,995 2,995 1,323 (515)

265 1.170 2,935 78 3,073 (2.842) 1,106

265 1170 2,995 17 3112 (6.007) 2337

265 1,170 2,995 156 3,151 (3.572) 1,390

265 1,170 2,995 195 3,190 (1,337) 520

- 798 1.862 222 2,084 298 (116)

- 798 1.862 248 2,110 738 (287)

- 788 1,862 275 2137 1,078 (419)

- 798 1,862 301 2,163 1518 (591)

- 798 1,862 328 2,190 2,058 (801)
1,060 8,670 21,290 1,920 23,210
859 5,989 14,834 1173 18,007

Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (Eability) (cols. K + M)
Initiat Ending Prepald Pension Asset/5S

(P1) * % transferred to plant

{P1) + (P2)- (P3)

{P9)/30 yr. lifa of plant

(P4) + (P5)

() +(K)+(M)

{P6) * composite income tax rate

prior (P9) + (PB)

prior (P10) + (P4)

(P6) + (P7) + (P9) + (P10)

{p5)/(1-revenue tax rate) + {[(prior (P11) + {P11)}/2 * composite cost of capital grossed up for taxes}

(P9

(78)
{195)
(351)
(546)
(768)

{1,018)
(1,291)
(1.592)
(1.920)
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Rate

Y

IY Pepsion  TY Amort
Year Description _xphefore Trar in RR
(P1) (P2)
{nitial 3,900 265
Year 1 3,800 265
Year 2 3,900 265
Year 3 3,900 265
Year 4 3,900 265
Year 5 5,080 -
Year 6 5,080 -
Year 7 5,080 -
Year 8 5,080 -
Year 9 5,080 -
Year 10
Total (¥r 1-10 44,900 1,060
NPV Year 1 28,012 859

(P1)
(P2}
(P3}
(P4}
{P5)
(P6)
(P7)
(PB)

(P10)
(P11)
(P

MECO
NPPC Funding Policy

Less Favorable Economic Scenarlo

Tmnsferred  Total Pension  Dep Expgn Yotal Ee.nmn.{n Bj_a_un

to Plant
(P3)

1,170
1170
1,470
1170
1,170
1.524
1524
1,524
1,524
1,524

12,300
7,990

Exp after Trans >n Trans to Plan.

(P4)

2,995
2,995
2,995
2,995
2,995
3.556
3,556
3,556
3.556
3,556

29,760
19,502

(P5)

2,283
1,362

Expensg
(P6)

2,995
3,073
3112
3,151
3.190

25,578

(9,952)

Last test year NPPC {col. E) + 5-Yr amortization of test year ending reg asset (liability) (cols. K + M)
Initial Ending Prepalid Pension Asset/S

(P1) * % transiamed to plant

(P1) +(P2) - (P3)
(P9Y30 yr. life of plant

(P4) + (P5)

(N *+(K)+ (M)

(P8} * compaosite income tax rate
prior (P9) + {P8)

prior (P10} + (P4)

(P8) +(P7) +(P9) + (P10)
{p5)/(1-revenue tax rate) + {[(prior (P11) + (P11)})2 * composite cost of capital grossed up for taxes}

(PQ)

1,170
2,340
3,510
4,680
5,850
7.374
8,898
10,422
11,848
13470

(P10)

(78)
(195)
(351)
(546)
(792)

(1.088)
(1.436)
(1,834)
(2,283)

(P11) ]

3.1
1,978
3,214
4,349
5,385
6,381
9,574
13,748
17,990
22,365
26,813

Rev R
]

3,685
3,685
3.685
3.685
3.685
5,402
5,402
5,402
5.402
5.402

41,750
26,824
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MECO
MRC Funding Policy
Less Favorable Economic Scenario

Rate I¥Pension TYAmor Trangfemed TotalPension DepExpon Total Pensionin Def Tax on Cum  AccumDep  Total
Year Description _p befo r_ nRR toPlant Exp afier Transon Trang fo Plan.  Expense RB  2enslonin RETrang to Planh Transto Pla_Rate Basg RevReq
(P1} P2) (P3) (P4) (PS) (P6) (PT7) (P8) (P9) ®10) (P11) (3]
5,223 (2,032) 3,19
Y Initial 3,900 265 1,170 2,995 2,995 1,323 (515) 1,170 - 1,978 3,685
Year 1 3.800 265 4.170 2,995 78 3,073 {2.842) 1,108 2,340 (78) 526 3,685
Year 2 3,500 265 1.170 2,995 117 3112 1,193 (464) 3.510 (195) 4,044 3,685
Year 3 3,800 265 1,170 2,995 156 3,151 6,028 (2.345) 4,680 (351) -~ 8,012 3.685
Year 4 3,900 265 1,170 2,995 195 3,190 11,062 (4,305) 5,850 (546) 12,062 3.685
Y Year5 8,860 - 2,058 4,802 264 5,066 16,298 (6,342) 7,908 (810) 17,055 7,804
Year 6 6,860 - 2,058 4,802 332 5134 19,038 (7.408) 9,966 (1.142) 20,455 7,804
Year7 6,860 - 2,058 4,802 40 5,203 21,878 (8,513) 12,024 (1,543) 23,847 7.804
Year 8 6.860 - 2,058 4,802 469 5,271 20,718 (8,061) 14,082 (2.012) 24,727 7,804
Year 9 6,860 - 2,058 4,802 538 5,340 20,958 (8.155) 16,140 (2.550) 26,393 7,804
Year 10
Total (Yr 1-10 53,800 1,080 14,970 35,990 2,550 38,540 53,760
NPV Year 1 32,512 859 9,461 22935 T1,501 " 24,438 : 33,443
{P1} Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (liability) {cols. K + M)
(P2) Initiat Ending Prepaid Pension Asset/5
(P3) (P1) * % transferred to plant
(P4} (P1) + (P2} - (P3)
(P5) (P9)30 yr. life of plant
(P6) (P4) + (P5)
(P7) (1) +{K) + (M)
(P8) (P86) * composite income tax rate
(P9) prior (P9) + (P8) o>
{P10) prior (P10} + (P4) o
(P11) (P6) + (P7) + (P9) + (P10) . ) g
(P) (p5)(1-revenue tax rate) + {[(prior (P11) + (P11))/2 * composite cost of capital grossed up for taxes} : g
28
—




MECO
NPPC Funding Policy
More Favorable Economic Scenario

Rate TYPension TYAmop Iransferred Total Pension Dep Expon Total Pensionjn Def Tax on Cum  AccumDep
Year Description _xp before Trar in RR foPlant Expafler Transan TranstoPlann  Expense RB MM&MLB&Q&& RevReg
(P1) (P2) (P3) (P4) (P5) (P6) {P7) (P8) (P9) (P10) (P11) (P)
5223 (2,032) 3,191
Y Initial 3,900 265 1,170 2,995 2,995 1,323 (515) 1170 - 1,978 3,685
Year 1 3,900 265 1,170 2,995 78 3,073 (242) o4 2,340 (78) 2,114 3,685
Year 2 3,900 265 1,170 2,995 17 3112 (2,007) 781 3510 (195) 2,089 3,685
Year3- 3,900 265 1,170 2,995 156 3,151 (3,972) 1,545 4,680 (351) 1,902 3,685
Year 4 3,900 265 1,170 2,995 195 3,190 (6.037) 2,349 5,850 (546) 1,616 3,685
Y Year5 360 - 108 252 199 451 (8,202) 3191 5,958 (745) 203 635
Year 6 360 - 108 252 202 454 (6.662) 2,592 6,066 (947) 1,049 635
Year 7 360 - 108 252 206 458 (5.122) 1,993 6,174 {1,153) 1,892 635
Year 8 360 - 108 252 209 461 (3.682) 1,433 6.282 (1.362) 2671 635
Year 9 360 - 108 252 213 465 (2.242) 872 6,390 (1,575) 3,445 635
Year 10
Total (Yr 1-10 21,300 1,060 5,220 13,240 1,575 14,815 17,915
NPV Year 1 16,080 859 4,088 10,397 994 11,391 13,688

(P1)
(P2)
(P3)
(P4)
(P5)
(P6)
(P7)
(P8B)
(P9)
(P10}
{(P11)
P)

Last tast year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (liability) (cols. K + M)
Initial Ending Prepaid Penslon Asset/5

(P1) * % transferred to plant

(P1) +(P2) - (P3)

(P30 yr. life of plant

(P4) + (P3)

(1) + (K) + (M)

(P6) * composite income tax rate

prior (P9) + (P8}

prior (P10) + (P4)

(P6) + (P7) + (P9} + (P10)

{p5)(1-revenue tax rate) + {[(prior (P11) + (P11)}/2 * composite cost of capital grossed up for taxes}
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Rate TYPension TYAmort Tmansfered IotalPension
_Year Description _xpbefore Trar InRR to Plant  Exp gfter Trans
(P1) (P2) (P3} (P4)

Y Initial 3,900 265 1,170 2,995
Year 1 3,900 265 1,170 2,995
Year 2 3,900 265 1,170 2,995
Year 3 3,900 265 1,170 2,995
Year 4 3,900 265 1,170 2,995

Y Years 240 - 72 168
Year 6 240 - 72 168
Year 7 240 - 72 . 168
Year 8 240 - T2 168
Year 9 240 - 72 168
Year 10
Total (Yr 1-10 20,700 1,060 5,040 12,820
NPV Year 1 15,778 858 3,989 10,168

(P%)

(P2} Initial Ending Prepaid Pansion Asset/5
(P3} (P1) * % transferrad to plant
(P4) (P1) + (P2) - (P3)

{P5) {P9Y30 yr. life of plant

{P6) {P4) + (P5)

(P7) {1} + (K} + (M)

(P8) (P8} * composite income tax rate
(P9) prior (P9) + (P8)

{P10) prior (P10) + (P4)

(P11) (P6) + (PT) + (P9) + (P10)

(i)

MECO
MRC Funding Policy

More Favorable Economic Scenario

Dep Exp on
(P5)

Total

Expense
(P6)

2,995
3,073
3112
3,151
3,190
365
368
370
373
3rs

14,377
11,151

in
BB 2eng

(P7)
5,223
1,323

(2.842)
(7.007)
(8.572)

(10,637)

{12,802)

(11,042)

(9.382)
(7.622)
(5.862)

(908)

(1,194)
(2.642)
(1.695)
(811)
132

Def Taxon Cum fccumDap  Total
1 " 4 . H H v \l ‘_'5
(P8) (P9) (P10)

(2.032)

(515) 1,170 -
1,106 2,340 (78)
2,726 3,510 (195)
3,335 4,680 (351)
4,139 5,850 (546)
4981 5,922 (743)
4,296 5,994 (943)
3,651 6.066 (1.145)
2,966 6,138 (1,350)
2,281 8,210 (1,557)

Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (liability) (cols. K + M)

(p5)(1-revenue tax rate) + {I[(prior (P1%) + (P11))/2 * composite cost of capltal grossed up for taxes}

1,072
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Rate

Year Description @ pgigge I[g[

Y

Y

(P1)
Initial 18,400
Year 1 18,400
Year 2 18,400
Year 3 10,120
Year 4 10,120
Year 5 10,120
Year 6 8.348
Year 7 8,348
Year 8 8,348
Year 9 9,439

Year 10

Total (Yr1-10) 120,043
NPV Year 1 82,944

(P1)
(P2)
(P3)
(P4
(P5)
(P6)
PN
(P8)
(P9)
(P10)
(P11)
®

HECO

NPPC Funding Policy

Baseline Economic Assumptions

Iy Amort Tmansforred TotalPension Dep Expon Total
hRR toPlant Exp after Trans >0 Transto Plank  Expense

{P2) (P3) (P4) {P5) (P6)
4,986 5.520 17,866 17,866
4,986 5,520 17,866 368 18,234
4,986 5,520 17,866 552 18,418
4988 3,036 12,070 653 12,723
4986 3,036 12,070 754 12,824
4,986 3.036 12,070 856 12,928
4,986 2.504 10,830 939 11,769
4986 2.504 10,830 1,023 11,852
4986 2,504 10,830 1,106 11,936
4,986 2,832 11,593 1,200 12,794
44,874 30,493 118,024 7,451 123,475
29,892 21,603 80,298 4,624 84,923

Pension In
RB
(P7)
68,260
49,850
42,074
32,688
22,002
18,096
13.790
14,170
16,522
18.674
20,626

Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (liability) (cols. K + M)
Initial Ending Prepaid Pension Asset/10

(P1) * % transferred to plant

(P1) +(P2) - (P3)

(P9)30 yr. life of plant

(P4) + (P5)
(1) +(K) + (M)

(P6) * compasite income tax rate

prior (P9) + (P8)
prior (P10) + (P4)

(P6) + (PT) + (P9) + (P10)
(pS¥(1-revenue tax rate) + {[(prior (P11) + (P11)}/2 * composite cost of capital grossed up for taxes)

: (Pg) 13

5,520
11,040
18,560
19,596
22,632
25,668
28,172
30,677
33,181
36,013

(368)

(920)
(1,573
(2,328)
(3.183)
(4,122)
(5,145)
{8.251)
(7.451)

P
41,700
35,980
36,375
35,809
31,464
31,359
30,909
32,707
35,625
38,338
41,162
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HECO

MRC Funding Policy
Basaline Economic Scenario
Rate TY Pension TYAmort ITransferred Jotfal Pension Dep Expon Total Pensionin DefTaxon Cum AccumDep  Total
Year Description _xp before Trar . [nRR foPlant Expafter Trangon Tmansjo Plan.  Expense RB  Zensionin RETrans to Planiy Trans to Pia _Rate Bage Rev R
(P1) P2) P3) (P4) (P5) (PG} (P7) 8y - (P9) (P10) (P11) (P)
68,260 {26.560) 41,700
Y Initial 18,400 4,986 5.520 17.866 17,866 49,860 {19,400) 5,520 - 35,980 25,595
Year 1 18,400 4,986 5,520 17,866 368 18,224 26474 (10,301) 11,040 (358) 26,845 . 25,595
Year 2 18,400 4,986 5,520 17,866 552 18,418 3,088 (1.202). 16,560 (920) 17,526 ~ 25,595
Y Year3: 8,160 4,986 2,448 10,698 634 11,332 (4,298) 1,672 19,008 (1.554) 14,829 14,930
Year 4 8,160 4,986 2,448 10,698 T15 11,413 10,956 (4.263) 21,456 (2.269) 25,880 14,930
Year 5 8,160 4,986 2,448 10,698 797 11,495 17,410 (6,774) 23,904 {3,068) 31,474 14,930
Y Year6 12,024 4,986 3,607 13.403 917 14,320 22,550 (8,774) 27,511 {3,983) 37,304 21,017
Year7 12,024 4,986 3,607 13,403 1,037 14,440 24,326 (9.465) 31,118 (5,020) 40,959 21,017
Year 8 12,024 4,986 3.607 13,403 1,158 14,560 27,002 {10,506) 34,728 6.177) 45,044 21,017
Y Year9 13,870 4,986 4.161 14,695 1,296 15,991 30,278 (11.781) 38,887 (7,474) 49,910 24,868
Year 10
Total (Yr 1-10) 129,622 44,874 33,367 122,729 7474 130,203 183,899
NPV Year 1 86,533 29,892 22,776 83,037 4,608 87,645 122,860
(P1) Last test year NPPC (col. E} + 5-Yr amortization of test year ending reg asset (llability} {cols. K + M)
(P2) Initial Ending Prepalid Penslon Asset/10
(P3) (P1) * % transfarred to plant
(P4) (P1) +(P2) - (P3)
(P5) {P9Y30 yr. life of plant
{P6} (P4) + (P5)
(P7) (N +(K) +(M) :
{PB} (P6) * composite income tax rate
(P9) priar {P3) + (P8)
{P10) prior (P10) + (P4)
(P11) (P6) + (P7) + (P9) + (P10)

P

{p5Y(1-revenus tax rate) + {[{pror (P11) + {(P11))/2 * composite cost of capital grossed up for taxes}
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HECO
NPPC Funding Policy
Less Favorable Economic Scenario
Rate Iy Pension TYAmort Transferred TotalPension DepExpon Total Pensionin Def Taxon Cumy  Accum Dep
Year Description _xp before Trar . {n RR toPlant  Exp afler Trang on Trans g Plan.  Expense RB  2en 0 Ptagh_T RevR
P1) (P2) (P3) P4) (P5) (P6) P7) (P8) ) (P10} (P11) ®)
68,260 (26,560) 41,700
Y Initial 18,400 4,986 5,520 17,866 17,866 49,860 (19,400) 5,520 - 35,980 25,595
Year 1 18,400 4,986 5.520 17,866 368 18,234 46,774 (18,200) 11,040 (368) 39,246 25,595
Year 2 18,400 4,986 5.520 17.866 552 18,418 42,488 (16,532) 16,560 (920) 41,59 25,595
Y Year3- 19,520 4,986 5,856 18,650 747 19,397 38,002 (14,786) 22,416 (1,667) 43,964 27,883
Year 4 19,520 4,986 5,856 18,650 942 19,592 32,496 (12,644) 28,272 {2.610) 45514 27,883
Year 5 19,520 4,986 5,856 18,650 1,138 19,788 33,490 (13,031) 34,128 {3,747) 50,840 27.883
Y Year6 27,208 4,986 8,162 24,032 1,410 25,441 62,470 (24,307} 42,290 {5,157) 75,297 37,643
Yoar 7 27,208 4,986 8,162 24,032 1,682 25,713 85,262 (33,175) 50.453 (6.839) 95,701 37,643
Year 8 27,208 4,986 8,162 24,032 1,954 25,985 109,454 (42,588) 58,615 {8,792) 116,688 37,643
Y Year9 39,083 4,986 11,725 32,344 2,345 34,689 134,846 (52,468) 70,240 (11,137) 141,581 57,975
Year 10
Total (Yr 1-10) 234,467 44,874 64,820 196,121 11,137 207,258 . 305,743
NPV Year 1 142,305 29,892 41,014 125,591 6,607 132,198 193,052
(P1) Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset {liability} (cals. K + M)
(P2) Initial Ending Prepaid Pension Asset/10
(P3) (P1) * % transferred to plant
(P4) (P1) + (P2) - (P3)
(P5) (P9)Y30 yr. life of plant
(P6) (P4} + (P5)
(P7) (1) + (K} + (M)
(P8) (P6) * composita income tax rate
(P9) prior (P9) + (P8)
(P10) prior (P10) + (P4)
(P11) (P6) + (P7) + (P9) + (P10)
(P) {p5)/(1-revenue tax rate) + {[(prior (P11) + (P11)}/2 * composlte cost of capital grossed up for taxes}
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Rate

Y

HECO

MRC Funding Policy

Less Favorable Economic Scenario

Total
Expense
(PE)

17,866
18,234
18.418
21,101
21,320
21,540
29,574
20,904
30.233
32,964

223,289
141,971

Pansion in
RB
(P
68,260
49,860
26,474

15,488
35,502
53,49
72,890
98,570
114,642
132,114
125,986

(P

25,595
25,595
25,595
28418
28,418
28,418
46,167
46,167
46,167

DefTaxon Cum  AccumDep  Total
2englon in RETrans {o Plant Trans to Pla_Rate Base RevReq

(P8) (P9} (P10) P11
(26,560) 41,700
(19,400) 5,520 - 35.980
(10,301) - 11,040 (368) 26,845
(8.026) 16,560 (920) 25,102
(13814) 23136 (1691} 43,133
(20815) 29712 (2682) 59,711
(28.361) 35,288 (3.891) 76,925
{38353) 46,166 (5.430) 100,953
(44807T) 56,045 (7.208) 118,782
(51.405) 65,923 (9.496) 137,136
(49,021) 76817  (12056) 141,725

I¥Penslon TYAmort Transferred TotalPension DepExpon
Year Descripton _pbeforaTrar inRR foPlant  Exp after Trong [
P1) (P2) (P3) (P4) (P5)

Initial 18,400 4,986 5,520 17,866
Year 1 18,400 4,986 5.520 17,866 368
Year 2 18,400 4,986 5,520 17.866 552
Year 3 21,920 4,986 6.576 20,330 771
Yoar 4 21,920 4,986 6,576 20,330 990
Year 5 21,920 4,986 6,576 20,330 1,210
Year 6 32,928 4,986 9,878 28,036 1,539
Year 7 32,928 4,986 9.878 28,036 1.868
Year 8 32,928 4,986 9,878 28,036 2,197
Year 9 36.311 4,986 10,893 30,404 2,561
Year 10
Total {Yr 1-10) 256,055 44,874 71,297 211,233 12,058
NPV Year 1 154,458 29,892 44,088 134,864 7107

(P1) Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (llability) (cols. K + M)

(P2) Initlal Ending Prepald Penslon Asset/10

(P3) {P1) * % transferred to plant

(P4) (P1) + (P2) - (P3)

{P5) {P9)30 yr. life of plant

{P6) {P4) + (P5)

(P7) {1} + (K) + (M)

(P8) {P6) * composite income tax rate

(P9) prior (P9) + (P8)

(P10) prior (P10) + {P4)

(P11) {P6) + (P7) + (P9) + (P10)

P {p5¥(1-revenue tax rate) + {[{prior (P11) + (P11))2" composite cost of capital grossed up for taxes}

57,670

332,615
208,075
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HECO
NPPC Funding Policy
More Favorable Economic Scenario

Rate IY Pension IYAmort Imnsfemed TotalPension DepExpon Jotal Pensionin Def Taxon
_Year Description _pbeforeTrar InRR foPlant Expafter Trangn TranstoPlan  Expense RB  2ensionin
(P1) (P2) (P3) (P4) (P5) (P6) (P7) (P8)
68,260 (26,560)
Y Initial 18,400 4,986 5,520 17.866 . 17,866 49 860 (19,400}
Year 1 18,400 4,986 5,520 17,866 368 18,234 38,174 (14,853)
Year 2 18,400 4,986 5,520 17,866 552 18,418 24,888 {9,684)
Y Year3 3.640 4,986 1,092 7,534 588 8,122 10,102 (3,931)
Year 4 3640 4,986 1,092 7534 625 8,159 8,376 (3.259)
Year5 3640 4,986 1,092 7.534 6561 8,195 6,250 (2.432)
Y Year6 3,098 4,986 929 7,153 692 7.845 8910 {3.467)
Year 7 3.096 4,986 929 7,153 723 7.876 12,314 (4.791)
Year 8 3.096 4,986 929 7,153 754 7.907 15.418 (5.999)
Y Year9 4,438 4,986 1,331 8,093 798 8,801 18,122 (7.051)
Year 10
Totat (Yr 1-10) 79,846 44,874 18,434 87,886 5,762 93,648
NPV Year 1 60,238 29,892 14,178 62,974 3,683 68,657
(P1) Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (liability) {cols. K + M)
{P2) Initial Ending Prepaid Penslon Asset/10
(P3) (P1) * % transferred to plant
{P4) {P1) +(P2) - (P3)
(P5) {P9)30 yr. life of plant
(P8) (P4) + (P5)
(P7) (1 + (K)+ (M) -
(P8) (P6) * composite income tax rate
{P9) prior (P9) + (P8)
{P10) prior (P10) + (P4) -
(P11) {(P§) + (PT) +{P8) + (P10) .
P {p5¥(1-revenus tax rate} + {[(prior (P11) + (P11))2 * composite cost of capital grossed up for taxes}

5,520
11,040
16,560
17,652
18,744
19,836
20,765
21,694
226822
23,954

(P10)

{368)
(920)

" (1,508)
(2.133)
(2,794)

(3,487).

(4.210)
{4,984)
(5,762)

Cum  AccumDep  Total
I
(P9)

P11)
41,700
35,980
33,993
30,844
22,315
21,728
20,860
22,721
25,007
27,078
29,262

Rev Req
P

25,595
25,595
25,595
13,011
13.011
13,011
11,969
11,969
11,969
14,100

140,230
98,928
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Rate

Y Initial
Year 1
Year 2

Y Year3.
Year 4
Year 5

Y Yeart
Year7
Year 8

Y Year9
Year 10

Total (Yr 1-10)
NPV Year 1

HECO

MRC Funding Policy

Pansionin Def Taxon Cum  AccumDep = Total
B8  2ension in RETrans to Plant Trans to Pla_Rate Base Rev Req
(P7) (P8) (P9) (P10) (P11) (P)
68,260 (26,560) 41,700
49,860 (19,400) 5,520 - 35,980 25,595
26,474 (10,301) 11,040 (368) 26,845 25,595
3,088 {1,202) 16,560 (920) 17,526 25,595
(20,298) 7.898 16,608 (1,474) 2,734 7.764
(25,444) 9,900 16,656 (2,029) (917) 7,764
(30,590) 11,903 16,704 (2.586) (4,569) 7.764
(30,750) 11,965 16,963 (3.151) (4.973) 6,021
(27.414) 10,667 17,222 {3.,725) (3.250) 6,021
(19.978) 7.773 17,482 (4,308) 969 6,021
(11.942) 4,647 19,619 (4.962) 7.362 12,307
104,852
77,138

More Favorable Economic Scenario
) TY Pension TYAmort Transferred JTofal Pension Dep Exp on Total
Year Description __xp before Trar inRR to Plant Exp after Trang >n Trans to Plank  Expense
(P1) (P2) )] (P4) (P5) (P6)
18,400 4,986 5,520 17,866 17,866
18,400 4,986 5,520 17,866 368 18,234
18.400 4,986 5,520 17.866 552 18.418
160 4,986 48 5.098 554 5.652
160 4,986 48 5,098 555 5,653
160 4,986 48 5,098 557 5,655
B64 4,986 259 5,591 565 6,156
864 4,986 259 5,591 574 6,165
884 4,986 259 5,591 583 6,174
7126 4,986 2,138 9,974 654 10,628
65,308 44,874 14,099 77,773 4,962 82,74
51,203 29,892 11,223 56,080 3,230 59,310
(P1) Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset {liability) (cols. K + M)
(P2) Initial Ending Prepaid Pension Assat/10
(P3) (P1) * % transferred to plant
(P4) (P1) +(P2) - (P3)
(P5) {P9Y30 yr. life of plant
(P6) {P4) + (P5)
(P7) {1} +(K) + (M)
(P8) {P6) * composite income tax rate
(P9) prior (P9) + (P8)
(P10) prior (P10) + (P4)
P11) {P6) + (PT7) + (P9) + (P10}

P)

{p5)(1-revenus tax rate) + {[(prior (P11} + (P11))2 * composite cost of capital grossed up for taxes}
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HECO

NPPC Funding Policy

Baseline Economic Assumptions

Rate Ty Pension TYAmon Transfered TotalPension Dep Expon Total
Year Description _xpbeforeTrar InRR foPlant Exp afler Trangon Trans to Plan  Expense
(P1) P2) (P3} (P4) (P5) {P6})
Y Initial 18,400 4,986 5,520 17,866 17,866
Year 1 18,400 4,986 5,520 17,866 368 18,234
Year 2 18,400 4,986 5,520 17,866 552 18,418
Year 3 18,400 4,986 5.520 17,866 736 18,602
Year 4 18,400 4,986 5520 17.866 920 18.786
Y Years 5,260 4,986 1,578 - 8,668 973 9,641
Year 6 5,260 4,986 1,578 8,668 1,025 9,603
Year 7 5,260 4,986 1,578 8,668 1,078 9,748
Year 8 5,260 4,986 1,578 8.668 1,130 9,798
Year 9 5,260 4,986 1,578 8.668 1,183 9,851
Year 10
Total (Yr 1-10) 118,300 44,874 29,970 114,804 7.965 122,768
NPV Yoar 1 84,867 29,892 22,231 81,766 4,967 86,733

{(P1)
(P2)
(P3)
(P4)
(P5)
(P6})
(P7}
(P8)
{P9)
(P10)
P11)
P

Pension in
RB
P7)

68,260
49,860
42,074
32,688
22,002
9,816
(2.770)
2,470
7.910
*13,150
18,180

2

DefTaxon = Gum  AccumDep  Total

(P8)
(26.560)
(19,400)
(16,371)
(12,719)
(8,561)
(3.819)

1,078

(961)
(3,078)
(5.117)
(7.078)

Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (liability} {cols. K + M)

Initial Ending Prepaid Pension Asset/10
(P1) * % transferred to plant

(P1) + (P2} - (P3)

(P9)30 yr. Iife of plant

(P4) + (P5)

(1) +(K) + (M)

(P8) * composite Income tax rate

prior (P} + (P8)

prior (P10) + (P4)

(P6) + (F7) + (P9) + (P10)

(p5)/(1-revenue tax rate} + {[(pror (P11) + (P11)}2* cnmposlte cost of capital grnssed up for taxes}

(P9)

5.520
11,040
16,560
22,080
27,600
29,178
30,756
32,334
33,912
35,490

la
(P10)

(368)
(920)
(1,656)
(2,576)
(3,549)

(4.574) .

(5.652)
(6.782)
(7.965)

P11y
41,700
35,980
36,375
35,609
33,885
31,021
23,937
27,691
31,515
35,163
38,637

Rev Reg
1]

256,595
25,595
25,595
25,595
25,595
14,816
14,816
14,816
14,816
14,816

178,480
123,747
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Rate

Y

(P2)

4,986
4,986
4,986
4,986
4,986
4,986
4,986
4,986
4,986
4,986

44,874
29,892

(P3)

5,520
5.520
5,520
5,520
5.520
2,190
2,190
2,190
2,190
2,190

33,030
23,918

TY Pension
(P

Initial 18,400
Year 1 18,400
Year 2 18,400
Year 3 18,400
Year 4 18,400
Year 5 7,300
Year 6 7.300
Year 7 7.300
Year 8 7.300
Year9 7.300
Year 10
Total (Yr 1-10) 128,500
NPV Year 1 90,024

(P1)

(P2)

(P3)

(P4)

{P5)

(P&}

(P7)

(P8)

(P9)

{P10)

(P11}

(P)

HECO

MRC Funding Policy
Baseline Economic Scenario

IYAmort Transferred Total Peosion DepExpon Total Pension in .D.&L_aun
Year Description _>mbefore Trar  inRR 1o Plant

ns >n Trans to Plan.
(P4) (PS)
17,866
17,866 368
17,866 552
17,866 736
17,866 920
10,006 993
10,096 1,066
10,096 1,139
10,096 1,212
10,096 1.285
121,944 8,21
85,701 5,126

Expense
(P8)

17,866
18,234
18,418
18,602
18,786
11,089
11,162
11,235
11,308
11,381

130,215
90,827

RB
(P7)
68,260
49,860
26,474
3088
(4,298)
716
(3.070)
2930
9,430
16,830
24,830

jon. i
(P8)
{26,560)
(19.400)
(10,301)

(1,202)
1672
(279)
1,195
(1.140)
(3.669)
{6,549)
(9,661)

Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (liability) (cols. K + M)
Initial Ending Prapald Pension Asset/10

(P1)* % transfarred t3 plant
(P1) + (P2) - (P3)

(P9Y30 yr. life of ptant

(P4) + (P5)

(1) +(K) +{M)

(P6) * composite income tax rate
prior (P9) + (P8}

prior (P10) + (P4)

(P6) + (P7) + (P9) + (P10)

(pS5)(1-revenue tax rate) + {J{prior (P11) + (P11))/2 * composite cost of capital grossed up for taxes}

Cum  Aceumbep  Total

ns niy
(P9)

5.520
11,040
16,560
22,080
27,600
29,790
31,980
34,170
36,360
38,550

(P10)

(368)

(920)
(1.656)
(2,576)
(3.569)
(4.835)
(5.774)
(6.986)
(8.271)

(P11)
41,700
35,980
26,845
17,526
17,798
25,461
24,346
29,135
34,157
39,655
45,448

Rev Req
(P

25,595
25,595
25,595
25,585
25,595
16,009
16,009
16,009
16,009
16,009

182,425
127,04
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HECO
NPPC Funding Policy
Less Favorable Economic Scenario

Rate IY Pension TYAmori Transferred TYotal Pensiogn Dep Expon Yotal Pensionin Def Taxon Cum  AccumDep  Total
Year Description *_>p before Trar . in RR foPlant Expaftor Transon TrangtoPlan  Expense RB  2ensionin REVrans to Plant Trang lo Pla Ratg Base RevReq
(P1) (P2) (P3) (P4) {P5) (P6) {P7) (P8) (P9) (P10) (P11) *)
68,260 {26,560} 41,700
Y Initial 18,400 4,986 5,520 17,866 17,866 49,860 (19,400} 5,520 - 35,980 25,595
Year 1- 18,400 4,986 5,520 17,866 368 18,234 46,774 (18.200) 11,040 (368) 39,246 25,595
Year 2 18,400 4,986 5,520 17,866 552 18,418 42,488 (16.,532) 16,560 (920) 41,596 25,595
Year 3 18,400 4,986 5,520 17,866 736 18,602 38,002 (14,788} 22,080 (1.656) 43,840 25,595
Year 4 18.400 4,986 5,520 17,866 920 18,786 33,616 (13,080} 27,600 (2,576) 45,560 25,585
Y Year5 21,860 4,986 6,558 . 20,288 1,139 21,427 35,730 (13,902) 34,158 {3.715) 52,27 31,056
Year 6 21,860 4,986 6,558 20,288 1,357 21,645 62,370 {24,268) 40,716 (5.072) 73,748 31,056
Year 7 21,860 4 986 6,558 20,288 1.576 21,884 90,510 (35.217) 47,274 (6.648) 95,919 31,056
Year 8 21,860 4,986 6,558 20,288 1,794 22,082 120,050 (46,711) 53.832 (8.442) 118,729 31,056 |
Year 8 21,860 4,986 6,558 20,288 2,013 22,301 150,790 (58.872) 60,390 (10,455) 142,053 31,056 |
Year 10 . |
Total (Yr 1-10) 201,300 44 874 54,870 172,904 10,455 183,359 257,660 ‘
NPV Year 1 126,832 29,892 35,954 113,785 8,261 120,048 168,488
{P1) Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (ltability) (cols. K + W)
{P2) Initial Ending Prepaid Pension Asset/10
{P3) {P1) * % transferred to plant
(P4) (P1) + (P2)- (P3)
(P5) (P9)30 yr. Iife of plant
(P6) (P4) + (P5)
(P7) (1) + (K} + (M}
(P8) (P6) * composite income tax rate
(P9) prior (P9) + (P8)
(P10} prior (P10) + (P4)
(P11) (P6) + (P7) +(P9) + (P10}

P)

(P5Y(1-revenue tax rate) + {[{prior (P11) + (P11))2 *

'oomposita cost of capital grossed up for taxes}
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Rate

Y

HECO

MRC Funding Poficy

Less Favorable Economic Scenario

IY Pension TYAmort Transferred TofalPension [Dep Expon
Year Description _xpbeforeTrar  inRR fo Plant  Exp after Trans >n Trans to Plan
(P1) (P2) (P3) (P4) (P5)

initlal 18,400 4,986 5,520 17,866

Year 1 18,400 4986 - 5520 17,866 368
Year 2 18,400 4,986 5,520 17,866 552
Year 3 18,400 4,986 5,520 17,866 736
Year 4 18,400 4,986 5520 17.866 920
Year 5 30.000 4,986 9,000 25.986 1,220
Year 6 30,000 4,986 9,000 25,986 1,520
Year 7 30,000 4,986 9,000 25,986 1,820
Year 8 30,000 4,986 9,000 25,986 2,120
Year 9 30,000 4,986 9,000 25,986 2,420
Year 10

Total (Yr 1-10) 242,000 44,874 67,080 201,394 11,678
NPV Year 1 147,410 29,892 42,683 129,486 6,895

(PN
(P2)
(P3)
(P4)
(P5)
(P6)
(P7)
(P8)

(P10)
{P11)

(P)

Total
Expense
(P6)

17,866
18,234
18,418
18,602
18,786
27,206
27,506
27,806
28,108
28,406

213,070
138,381

Pension In
RB
(P7)
68,260

49,860.

26,474
15,488
35,502
57,016
79,930
97,530
116,530
136,930
133,730

Last test year NPPC (col. E) + 5-Yr amoertization of test year ending reg asset {liability) (cols. K + M)

Initial Ending Prepaid Pension Asset/10
(P1) * % transferred to plant

(P1) + (P2) - (P3)

(P9)/30 yr. life of plant

(P4) + {P5)

(1) +(K) + (M)

{P6) * composite income tax rate

prior (P9) + (P8}

prior (P10) + (P4)

(P8) + (P7) + (P9) + (P10}

(p5Y(1-revenue tax rate) + {[(prior (P11) + (P11))/2 * composite cost of capltal grossed up for taxes}

Def Taxon Cum  AccumDep”  Tofal
2ension in RETrans to Planiy Treng to Pla_Rate Base Rev Req
(P8) (P9) (P10) (P11) (P)
(26.560) 41,700
(19,400) 5.520 - 35,980 25,595
(10,301) 11,040 (368) 26,845 25,595
(6.026) 16,560 (920) 25,102 25,595
(13,814) 22,080 (1.656) 42,112 25,595
(22,185) 27,600 (2.576) 59,855 25,595
(31,101) 36,600 (3,796) 81,633 40,763
(37,949) 45,600 (5.316) 09,865 40,763
(45.342) 54,600 (7.136) 118,652 40,763
(53.279) 63,600 (9.256) 137,995 40,763
{52,034) 72,600 (11676) 142,620 40,763
306,195
195,244
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HECO
NPPC Funding Palicy )
More Favorable Economic Scenario

Rate TY Pensipn TY Amort Transferred Total Pension Dep Exp on Totat Pensionin Def Taxon
Year Description _xpbeforeTrar  inRR toPlant Expafter Transon Transto Plan.  Expense BB 2 in R
{P1) {P2) {P3) (P4) (PS) {P6} {PT) (P8)
68,260 {26,560)
Y Initial 18.400 4,986 5,520 17.866 17,866 49,860 (19,400}
Year 1 18,400 4,986 5,520 17,866 368 18,234 38,174 (14,853)
Year 2 18,400 4,986 5,520 17,868 552 18,418 24,888 (9.684)
Year 3 18,400 4,986 5,520 17,866 736 18,602 10,102 (3.931)
Year 4 18.400 4,986 5,520 17,866 920 18,786 (6,.384) 2,434
Y Year$ - 4,986 - 4,986 920 5,906 (23,270) 9,054
Year6 - 4,986 - 4,986 920 5,906 (16,970) 6,603
Year 7 - 4,986 - 4,986 920 - 5,906 (10.470) 4,074
Year 8 - 4,985 - 4,986 92¢ 5,906 (4.270) 1,661
Year 9 - 4,986 - 4,986 920 5,906 1,530 {595)
Year 10 .
Total (Yr 1-10) 92,000 44,874 22,080 96,394 7,176 103,570
NPV Yoar 1 71,570 29,892 17,883 71,620 4,557 16,177
{P1) Last test yaar NPPC (col. E) + 5-Yr amortization of test year ending reg asset (liability) (cols. K + M)
(P2) Initial Ending Prepald Pension Asset/10
(P3) (P1) * % transferred to ptant
(P4) (P1) +(P2)-(P3)
(P5) (P9)30 yr. life of plant
(P6) (P4) + (P5)
(PT) (1) + (K) + (M)
(PB) (P6) * composite iIncome tax rate
(P9) prior (P9) + (P8)
(P10) prior (P10) + (P4)
(P11) (P6) + (P7) + (P9) +(P10)
(9] {p5Y¥(1-revenue tax rate) + {i(prior (P11) + (P11)J/2 * composlite cost of capital grossed up for taxes)

Cum
nt

(P9)

5,520
11,040
16.560
22,080
27,600
27,600
27,600
27.600
27,600
27,600

Accum Dep
1}
(P10)

(368)

{920).

(1.656)
(2.5786)
(3.496)
(4.416)
(5.336)
(6.256)
(7,176}

Total

(P11)
41,700
-35,980
33,993
30,844
26,595
21,124
9,888
12,817
15,868
18,735
21,359

Rev Reqg
3]

25,595
25,595
25,595
25,595
25,595
8,872
8,872
8.872
8,872
8,872

146,740
107,368
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Rate

Y

Initial
Year 1
Year 2
Year 3
Year 4
Year 5
Year 6
Year7
Year 8
Year 9
Year 10

Total {Yr 1-10)
NPV Year 1

(P4)

17.866
17,866
17,866
17,866
17,866
4,986
4,986
4,986
4,986
4,986

96,384
71,620

HECO

MRC Funding Policy

More Favorable Economic Scenario

Deap Exp on Total
Year Description - _xphefore Trar . InRR foPlant Expafier Tanson Transto Plan  Expanse

(P5)

552

920
920
920

920
920

7,178
4,557

(PS)

17.866
18,234
18,418
18,602
18,786
5,906
5,906
5,906
5,906
5,906

103,570
78477

Pensionin Def Taxon Cum  AccumODep  Total
RB  2enslon in RETra08 fo Planh Trang to Pla_Rate Base RevReq
7 (P8) (P9) (P10) P11) )
68,260 {26.560) 41,700
49,860 {19.400) 5,520 - 35,980 25,595
26,474 {10,301) 11,040 (368) 26,845 25,595
3,088 (1,202) 16,560 (920) 17.526 25,595
(20,298) 7,898 22,080 (1.656) 8,024 25,595
{43,684) 16,997 27,600 (2.576) (1.663) 25,595
(67,070) 26,097 27,600 (3496)  (16,869) 5,054
(67.070) 26,097 27,600 (4416)  (17,789) 5,054
(62.870) 24,483 27.600 (5,336)  (16,143) 5,054
(54,570) 21,233 27,600 (8.256)  (11,993) 5,054
(45,670) 17,770 27,600 (7.176) (7.476) 5,054
127,650
96,847

Last test year NPPC (col. E) + 5-Yr amortization of test year ending reg asset (liabllity) (cols. K + M)

IY Pension TYAmod Transferred Total Pension
(P1) (P2) (P3)
18,400 4986 5,520
18,400 4,986 5,520
18,400 4,986 5,520
18,400 4,986 5.520
18,400 4,986 5,520
- 4,986 -
- 4,986 -
- 4,986 -
- 4,986 -
- 4,986 -
92,000 44,874 22,080
71.570 29,892 17,883
(P1)
(P2) Initial Ending Prepaid Penslon Asset/10
(P3) (P1) * % transferred to plant
(P4) (P1) + (P2} - (P3)
(P5) (P9)30 yr. life of plant
(P86) (P4) + (PS)
(P7) (1) + (K) + (M)
(P8) (P8) * composite Incoms tax rate
(P8) prior (P9) + (P8)
(P10) pricr (P10) + (P4)
(P11) (P6) + (P7) + (P9) + (P10)
(P}

{p5){(1-revenue tax rate) + {[(prior (P11) + (P11))2 "composfte cost of capltal grossed up for taxes}
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